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TUESDAY, MARCH 15, 1955 


Untrep States Senate, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 
The committee met, pursuant to recess, at 10 a. m., in room 312, 


Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. 


Present: Senators Byrd, Martin, Kerr, Long, Barkley, George, 
Malone, Johnson (Texas), Carlson, Smathers. 

Also present: Senator Monroney. 

The CuatrMan. The meeting will come to order. 

I submit for the record the following statement submitted in lieu 
of personal ener by Mr. C. P. McFadden, chairman of the Rub- 
ber Footwear Division of the Rubber Manufacturers Association. 


My name is Cornelius P. McFadden. I am a member of the staff of the 
Rubber Manufacturers Association, 444 Madison Avenue, New York, N. Y., and 
as such I serve as chairman of the footwear division of that organization. The 
footwear division is comprised of American manufacturers of waterproof rubber 
footwear and rubber-soled fabric footwear who produce over 90 percent of such 
footwear made in the United States. 

My people have known and have suffered from foreign competition. More 
than a hundred years ago, the rubber footwear industry had its birth in the 
United States. As it grew, it developed markets abroad and for many years 
American manufacturers were the world’s only suppliers of rubber footwear. 
In time, manufacturers in foreign lands copied the American product and, with 
their advantage of cheap labor, quickly took over the markets outside the United 
States. The American producers thereby lost a substantial and profitable market 
which their ingenuity and energy had developed. 

The foreign invasion did not stop there. In the late twenties and early thirties, 
rubber footwear, made abroad with cheap labor, flooded the American market 
and threatened the domestic industry with extinction. The industry was saved 
by an upward adjustment of tariffs that in a measure compensated for the wide 
gap in production costs, chiefly labor, here and abroad that existed then and 
which exists now. 

We are opposed to H. R. 1 because we are convinced that it will open the way 
to drastic reductions in these protective duties. On behalf of the footwear 
division of our association, I appeared before the House Ways and Means Com- 
mittee on February 3 to testify in opposition to H. R.1. If you please, I would 
like to have my testimony at that time included by reference in the record of 
this hearing. Assuming this will be permitted, I will very briefly highlight the 
position of our industry as stated at that time. 

1. We feel that this delegation of authority over tariffs and trade to the ad- 
ministrative branch is unwarranted and is an improper shifting of responsibility. 

2. We feel further that it holds elements of danger to many American pro- 
ducers, their employees and the communities in which they operate, because it 
places the power of life and death over such industries in the hands of Govern- 
ment officials who are not directly responsible or responsive to the owners, 
managers, workers, and other affected individuals. 

H. R. 1 would give to the administrative branch authority to make severe cuts 
in tariffs. Our industry finds no assurance that it will not be chosen as one 
of the sacrificial offerings on the altar of international goodwill. We know that 
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the industry cannot survive if cheap-labor foreign producers are encouraged 
to come into our markets through a lowering of import duties. 

Let it be made clear, that we are as enthusiastic as anyone, in Government 
or out, for the promotion and expansion of world trade. Our history gives 
evidence of thai. We, like other American manufacturers, promoted in the 
world markets and we would like to have some of those markets back. But, 
if the United States merely trades off goods produced in America, by American 
workmen, earning American wages, for goods made abroad at wages one-third 
te one-tenth of tre American standard, we are not expanding world trade. And 
we most certainly will shrink the domestic market, by shrinking the American 
payroll and the American buying power. We will contribute little or nothing to 
the improvement of the standard of living in foreign lands, although we may 
strike an equality by lowering the American standard to their level. 

There is a lot of doubletalk on this subject of tariffs and foreign trade, and 
some of the most confusing revolves around the theory that the United States 
should reduce its tariffs so that all the world will be prosperous. The United 
States has reduced its tariffs drastically over the past couple of decades. 
It is now among the very low of low-tariff countries. As we pointed out in our 
statement to the House of Representatives, the elimination of the remaining 
American duties will not extend our prosperity throughout the world. Such 
action could transfer our prosperity to some other land, but we can’t give away 
our prosperity and keep it too. Giving away jobs and job opportunities is as 
certain a road to ruin as giving away money. 

America has prospered beyond any other nation mainly because the American 
system recognizes that the worker is the best customer of the factory. We sug- 
gest other nations apply that lesson and stop worrying about our tariffs. 

Advocates of further tariff concessions also assert that American producers do 
not need tariff protection because they have the great advantage of know-how 
and advanced machinery to offset the foreigner’s advantage of cheap labor. 

Of course this opinion is not based on fact. At one time it was true that 
we had more know-how and better equipment. But not now. Foreign com- 
petitors have equal or better machinery, most of it American made and American 
bought. They hexve been given the benefit of training in American methods and 
have visited and inspected American plants at the expense of Uncle Sam and 
the very businessmen and workingmen with whom they are now competing. 

But let’s analyze the statement further. On the one hand it is urged that 
we reduce tariffs so that foreign competitors may have a share of our markets. 
On the other hand it is argued that American producers—because of their 
assumed better machinery and higher technical etticiency—ean withstand the 
foreign competition encouraged by such tariff cuts. That means only one thing: 
The American producers will still hold their markets, and, of course, the foreign 
producers will not be able to expand their outlets here. What the one hand 
appears to give, the other hand takes away. Status quo is maintained. So 
where is the sense in tinkering with the tariffs? Who is kidding whom? It is 
obvious that if importations of foreign-made products that compete with Amer- 
ican-made products are permitted to enter in increased quantities, someone is 
going to get hurt, and that someone is the American producer. 

Now for some more doubletalk. Proponents of H. R. 1 have given assurances 
that no American industry will be harmed through the administration of the 
bill. Yet they refused to permit any safeguards to be written into the measure. 
If they can guarantee that H. R. 1 will be administered without harm, why do 
they object to prudent limitations in the bill? 

While the bill was being bitterly fought in the House, a letter from the Pres- 
ident was read to the Members, and no one can doubt that it was influential 
in winning passage for the bill. In this letter, the President stated: “This 
program, therefore, must be, and will be administered to the benefit of the 
Nation’s economic strength-and not to its detriment. No American industry 
will be placed in jeopardy by the administration of this measure.” 

Without considering the fact that H. R. 1, if passed, will be in force for 
3 years, which is more than a year beyond the period for which the present 
administration can definitely guarantee policy, we would like to point out that 
there is legislation now pending in both Houses which tends to discount the 
assurances given by the President. 

If no American industry is to be placed in jeopardy, what is the need for 
H. R. 229 and H. R. 2386 and S. 751, almost identical bills bearing the tentative 
title of “Trade Adjustment Act of 1955”? These bills provide for a Federal 
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relief agency to pay doles to American workingmen and workingwomen and to 
make available financial assistance to businesses and communities which are 
injured as a result of tariff reductions, which could be granted only under 
H. R. 1, if that bill becomes law. 

Again, who’s kidding whom? 

Gentlemen, H. R. 1 was presented to the House of Representatives under what 
was termed on the floor as a “gag” rule. It was hurriedly introduced and 
speeded through public hearings and rushed to final action. Yet it barely 
squeaked through and for a few moments in the first day of debate it appeared 
to he headed for defeat. 

Analyze the votes cast in opposition to the bill. The cleavage in the House 
was not partisan, not sectional, not between i:dustry and labor, not between ur- 


ban and rural; but unevenly throughout the entire warp and woof of our political 
pattern. 


That should be sufficient warning that this bill is unwanted. We urge you to 
reject it. Toss it out and take back to Congress its authority over such vital 
matters as tariffs and trade. If Congress persists in the theory that it is perfectly 
safe and proper to turn over to the administrative branch authority and responsi- 
bility in matters of tariffs and trade, isn’t it logical to expect that soon you will 
be asked to surrender your authority over, and responsibility for the imposition 
end expenditure of tax revenues? 


Resistance to encroachment is usually easier the first time. 

Members of the rubber footwear division, the Rubber Manufacturers 
Association, Inc.; Bata Shoe Co., Inc., Beleamp, Md.; Bristol 
Manufacturing Co., Bristol, R. I.; Cambridge Rubber Co., Cam- 
bridge, Mass.; Converse Rubber Co., Malden, Mass.; Endicott 
Johnson Corp., Johnson City, N. Y.; Goodyear Footwear Corp., 
Providence, R. I.; Goodyear Rubber Co., Middletown, Conn. ; Hood 
Rubber Co., Watertown, Mass., division B. F. Goodrich Co.; 
La Crosse Rubber Mills Co.; La Crosse, Wis.; Mishawaka Rubber 
& Woolen Manufacturing Co., Mishawaka, Ind.; Servus Rubber 
Co., Rock Island, Ill.; Tingley Rubber Co., Rahway, N. J.; Tyer 
Rubber Co., Andover, Mass.; U. 8. Rubber Co., New York, N. Y. 

The Cuatrman. The first witness is the very Honorable Price 
Daniel. 

Senator Cartson. Mr. Chairman. 

The CHarrman. Senator Carlson ? 
_ Senator Cartson. I regret it, but the Post Office and the Civil Serv- 
ice Committee have set a meeting for 11, and they have advanced that 
now to 10:30, and I would like to be excused then. I regret it very 
much. 

Senator Grorer. Mr. Chairman, I am in the same shape on Foreign 
Relations. That has also been advanced to 10: 30. 

Senator Marone. I have one going on at 10 o’clock but I am going 
to stay here. 
_ Senator Martin. I might say that I got one postponed this morning 
that we might have the privilege of hearing this distinguished man. 

The Cuatrman. Proceed, Senator. 


STATEMENT OF HON. PRICE DANIEL, UNITED STATES SENATOR 
FROM THE STATE OF TEXAS 


Senator Danrex. With the permission of the committee I would like 
to step aside at 10:30 so that the Governor of Oklahoma may testify. 
I will return at the committee’s pleasure. 

Mr. Chairman, I appear today in support of the Neely amendment 
on which I have Rina as a cosponsor with Senator Neely and 15 other 
Members of the Senate. 
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The first paragraph applies to natural resources and other commodi- 
ties essential to the national security. It would direct the President to 
restrict the importation of commodities essential to national security 
whenever such imports endanger the expansion or maintenance of 
necessary domestic supplies. 

I am sure the committee has read and is familiar with this Neely 
amendment already, but I emphasize that the first Reeeesir of it 
would apply to all commodities determined by the President to be 
essential to the national security. 

Then the second paragraph of this amendment would place an 
absolute quota of 10 percent on foreign oil imports, 10 percent of the 
total domestic petroleum demand for the previous year, as determined 
by the United States Bureau of Mines. 

As this committee knows, there is nothing new or impractical in 
the system of imposing quantitative restrictions on imports. This 
system has been, and is being, widely used by our Government in ex- 
ercising its constitutional powers over foreign trade. Import. quotas 
are now provided for on a large number of commodities such as cattle, 
fish, nuts, cotton, wheat, barley, sugar, tobacco, and furs. . Some of 
these are tariff-rate quotas under which a specified quantity can be 
imported at reduced tariff rates, with imports over the quote being 
subject to higher duties. Others are absolute quotas, limiting the total 
quantity imported during a given period. Certain quotas, such as 
sugar, are specified by law. Other quotas are imposed under the pro- 
visions of the Agricultural Adjustment Act, the Philippine Trade 
Act, and the Trade Agreement Act itself. The Government has had 
much experience therefore in the methods of determining and admin- 
istering such controls, 

The second paragraph of Senator Neely’s proposed amendment 
deals directly with the problem of oil imports. It provides that the 
total quantity of crude petroleum and petroleum products which may 
be imported into the United States in any calendar quarter of any 
year, shall not exceed 10 percent of the total domestic petroleum 
demand for the corresponding quarter of the previous year. 

Within this overall limitation, it further provides that the total 
quantity of residual fuel oil imported for consumption within the 
United States shall not exceed 10 percent of the domestic demand for 
residual fuel oil. Further, the proposed amendment authorizes the 
President to suspend oil-import quotas during any period in which 
he finds that fuel supplies are inadequate to meet current national 
consumption. This would take care of any unanticipated shortage 
that might arise in the future. 

Mr. Chairman, I would like for the next few paragraphs of my 
statement to be inserted in the record. They have to do with the 
history of this matter. 

The Crarrman. Without objection, they will be inserted. 

(The statement referred to follows :) 

State conservation laws result in restriction of domestic production 
in line with market demand to prevent waste from excessive above- 
ground storage. It isa sound conservation practice recognized by both 
State and Federal agencies. The United States Bureau of Mines fore- 
casts the market demand or need for oil products, and the State regu- 
latory bodies consider the waste of excessive production along with 
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other conservation practices in prorating or placing a maximum on the 
production of each well. This means that a reserve but idle domestic 
production capacity is accumulated. Today about 2 million barrels of 
domestic oil daily could be produced but is being held in the ground 
for lack of a market. This is because domestic production is restricted. 

On the other hand, there is no legal restriction on most of the foreign 
oil production and none whatever on foreign oil imports. Wells in the 
Middle East run as high as 6,000 barrels of oil daily, while the average 
well production in Texas is only 19 barrels. Foreign wells, owned 
mostly by a few major American companies, produce oil every day, 
while in Texas, the largest producing State in our own country, pro- 
duction is shut down to 18 days per month. 

Is it fair to the conservation program of the States to have it domi- 
nated and ruined by foreign imports? Shouldn’t there be some legal 
means of keeping imports in balance with domestic production and 
domestic wieteet demand? When domestic producers are restricted as 
to the amount of oil they can place on the American market and are 
convicted of State and Federal offenses for exceeding that limit, 
should there not be some type of restriction on foreign importers, or 
should they be allowed to flood the market and cause even further re- 
striction of domestic producers ? 

No conservation program based in part on market demand will suc- 
ceed in this country without some type of restriction on foreign im- 
ports. What would happen to the cotton allotment and parity pro- 
gram of this country if there was no limit on foreign imports of 
cotton? Cotton men can support the reciprocal trade progrem with- 
out fear, because there are quota provisions which protect the market 
against excessive imports. 

But what has happened with oil—with a restricted production at 
home and no restrictions on imports? Since 1946, imports have in- 
creased almost 200 percent or 5 times as rapidly, percentagewise, as 
domestic production. Before World War II, imports averaged about 
5 percent of domestic demand. In 1946 to 1951, they averaged about 
10 percent of consumption in this country. Today foreign oil supplies 
about 15 percent of our requirements. And all the time, I remind you, 
our domestic producing capacity has increased but is being further re- 
stricted almost in proportion, percentagewise, to increased foreign im- 

ports. 
Repeatedly, under State-enforced conservation laws in Texas and 
other producing States, domestic oil output has been slashed while 
imports have been on the rise. This occurred in 1949, 1950, 1953, and 
a ae none of these instances have imports been proportionately 
reduced. 

In 1954, oil production in the United States averaged 136,000 barrels 
a day less than in 1953, despite increased market demand. Production 
was curtailed by that extent despite the fact that more than 28,000 
new producing oil wells were completed during the year. Imports, by 
contrast, were at a historic high. 

The following tabulation illustrates the extent to which domestic 
production had to be curtailed in principal oil-producing States in 
1954: 
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Average Reduction 
Average crude oil |__ 
crude oil production 
production, | during low- 
yerr 1953 est month 
(barrels of 1954 Barrels daily Percent 
daily) (barrels 
daily) 

Fob del dc codes bb dbiidvedded $1, 300 76, 400 4, 900 15.0 
I iat ditid d Daim cin wine veguintehas edad ian 313, 900 304, 400 9, 500 3.0 
BN ip tilt o en siageebitmcitenadapbaan 703, 100 618, 900 84, 200 12.0 
CI ieisnicny <i cunccatgcdedwenidnechdinanta 555, 000 471, 800 83, 200 15.0 
yo ius dene dbdh abe soseaneenge 2, 792, 200 2, 578, 800 213, 400 7.6 


Texas had already cut in previous years until its reduction in 1954 
put us at the breaking point—with only 15 days production allowed 
per month for part of the year. 

The end to this growing encroachment of foreign oil is nowhere 
in sight. Any extension of the Trade Agreements Act without an 
amendment to solve this problem would, in my opinion, signal even 
further great increases in oil imports. 

The independents in this industry own little or no foreign oil. They 
have been damaged by excessive imports. Yet, the real threat lies 
not in what has happened, but what can happen in the future. Oil 
surpluses are growing throughout the world. Most oil-producing 
countries of the free world, including the United States, have oil 
productive ability in excess of their peacetime requirements. How- 
ever, only our own country, among the major free world powers is 
blessed with ample oil resources and productive ability to assure ful- 
fillment of our needs for both war and peace. We must guard that 
position at any and all costs. I sincerely believe we can do this with- 
out disrupting our trade relationships, and certainly without disturb- 
ing our friends in oil-producing countries of the Western Hemisphere. 
We want their trade and can use some of their oil, but it should bear 
a realistic relation to our domestic production and requirements. 


EFFECTS ON OUR ECONOMY 


The petroleum industry in the United States is one of the greatest 
bulwarks to our general economy. All but 18 of our 48 States now 
poodans oil or gas, or both. Many others are being explored, and are 
10peful of being added to the producing ledger. 

Throughout the Nation, about $714 billion worth of petroleum was 
produced in 1954. This exceeded the total value of all other minerals, 
metals, and fuels produced in the United States. In 11 of our States, 
including my own State of Texas, crude petroleum ranks first in value 
of all minerals produced. It is obvious that the health of the domestic 
oil-producing industry is of primary importance to these States. 

In these individual States, curtailment of oil output vitally affects 
not only the general economy, employment, and related industries, 
but has a serious impact on those State governmental operations 
dependent upon petroleum production taxes. 

In Texas, taxes on oil production amounts to 67 percent of all busi- 
ness and property taxes. Oil pays 45 percent of the cost of public 
education in Texas and 44.9 percent of the cost of higher education. 
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When production is slashed, our State budget is denied funds for 
schools, highways, colleges, and other essential public projects. _ 

Oil production in Texas alone in 1954 was 4.4 percent, or 45 million 
barrels, less than in 1953. This resulted in a direct loss from our 
general economy of almost $100 million, with a resulting critical loss 
in tax collections. In addition to this direct loss, curtailed oil pro- 
duction caused indirect injury to many related industries, and 
numerous other segments of our economy. 


EFFECTS ON CONSUMERS 


Excessive oil imports also have long-range implications to the con- 
sumer of oil products. Five large American-owned companies and 
one foreign firm control over 90 percent of the oil imported into this 
country. By contrast, there are literally thousands of independent oil 
producers operating in my State alone. The competition which exists 
between these producers has been the cornerstone for making this Na- 
tion the world’s largest producer of oil. I cannot believe that reducing 
this competition through imports is in the long-range interests of the 
American consumer, 

I believe that the proposed quotas on petroleum imports are in line 
with the findings contained in the recent report of President Eisen- 
hower’s Cabinet Committee on Energy Supplies and Resources Policy. 
That Committee clearly recognized that unrestrained imports present 
a threat to our domestic fuel situation and endanger our industrial 
growth and national defense. The Committee therefore recommended 
that imports be maintained in stable relation to domestic oil produe- 
tion. The proposed amendment to the Trade Agreements Act has the 
same purpose. It differs from the Cabinet Committee recommenda- 
tions in only two respects. First, it establishes a relationship bet ween 
imports anid tiouiibatio supplies by law rather than by the voluntary ac- 
tion of the importing companies. The Cabinet Committee felt that vol- 
untary action was desirable but recognized that other action would be 
necessary if this method failed. Second, the proposed amendment uses 
the period 1946 through 1951 as a basis for determining the relative 
position of imports, rather than the single year of 1954 used by the 
Cabinet Committee. 

With regard to the limitation of imports by law, rather than by vol- 
untary action, experience has led me to my somewhat reluctant conclu- 
sion that the former method offers the only equitable and practical 
solution. This conclusion is based on hard realities rather than wish- 
ful theory. For 2 years, Gen. Ernest O. Thompson, of the oil regula- 
tory agency in my State of Texas, has exercised his great abilities in 
an effort to find a sound solution to the import problem through the 
application of industrial statesmanship. His efforts have been most 
helpful and constructive. Some of the importing oil companies re- 
sponded to the need for voluntary restraint and there is little doubt 
that without such efforts the volume of imports would have been far 
more excessive than they were. Unfortunately, however, this expe- 
rience served to demonstrate both the difficulty and inequity of such 
methods. Companies which reduced their imports were confronted 
by increases by other companies. The net result was an increase in 
total imports at the expense of the cooperating companies, the entire 
domestic petroleum industry, and the general economy of the States 
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and areas in which oil is produced. It is my conviction, therefore, 
that the public interest is best served by legislative standards that can 
be applied equally and fairly to all. 

As to the proper historical period to be used in determining a fair 
relationship between imports and domestic oil production, recogni- 
tion should be given to the conditions that have existed during recent 
years. Imports have been supplementing available domestic supplies 
to an increasing extent. As a result, an increasing curtailment has 
been forced upon the domestic producing industry. For example, un- 
der the conservation program of the State of Texas, the average 
number of days of allowed production have steadily declined each 
year since 1951. By 1954 Texas producers were allowed to produce 
an average of only 16.2 days per month, as compared with about 24 
days in 1951. With a scheduled increase in imports, the outlook shows 
even fewer days in 1955. 

Oil imports in 1954 were higher than ever before in history. Do- 
mestic oil production actually declined for the first time in several 
years. For these reasons, I believe that 1954 is not a desirable base 
period on which to provide fair restraints on oil imports. The Neely 
amendment recommends the more realistic and fair base period of 
1946-51 when total imports averaged 10 percent of United States oil 
consumption. (See attached table for details.) 

I would like to illustrate, for benefit of the committee, the effect of 
the 10-percent oil-import quota as recommended in the Neely amend- 
ment. If applied to 1955, it would permit the following volumes of 
imports: 


{Barrels daily] 
U. 8. Bureau 1955 import 
or Mines re- | quotas at 10 
ported domestic} percent of 1954 
demand, 1954 demand 
ist quarter _ ....-- depsletsppi el e—= marries atininoatine emia hates 8, 260, 000 826, 000 
Se eee oss AE 55 le JS ck cl sgideed deakebi sae hheeee 7, 202, 000 720, 200 
OE, GI UIE opinreve conn daresenanscprpenesaee denpennsgeanemtesshpegbobes 7, 245, 000 724, 500 
GEE GI occas ec ncmnsccecocsnuessesh cetaakgnnstenelamni eee 8, 304, 000 830, 400 
BUTE FE WO rene cn nsosecesccwnquenstinsumpesiationpemmnamel 7, 752, 000 775, 200 


Such import levels would be reasonable. They would provide 
healthy foreign trade in oil. At the same time, such restraint would 
solve-a grievous and growing national problem, by allowing orderly 
increases in imports, in relation to our domestic oil requirements. 

I would | out that under this amendment the importing com- 
panies would still be allowed more than twice as much of the domestic 
market as they enjoyed in 1946, only 9 years ago. The domestic indus- 
try certainly has not enjoyed any such percentage increase. 

A further important point should be noted in connection with these 
proposed import quotas. Total imports of crude oil and refined prod- 
ucts in 1954 avera 1,052,000 barrels daily, according to the latest 
revised figures of the United States Bureau of Mines. Western Hemi- 
sphere countries supplied 800,000 barrels daily, with 252,000 barrels 
being imported from the Middle and Far . The above quota 
for 1955, under the Neely amendment, would be about the total amount 
brought in last year from Venezuela, Mexico, Canada, and all other 
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neighboring countries in this hemisphere. These are the countries that 
provide a large market for American goods. We should encourage 
healthy trade with our neighbors in the interest of hemisphere solidar- 
ity and defense. 

National defense is a vitally important factor that the Government 
could and should take into account in administering the proposed oil 
quotas. From a defense standpoint, for example, Canadian oil is obvi- 
ously in a different category from oil in the Middle East area. Mili- 
tary leaders have officially testified that their order of priority for oil 
supplies in the event of emergency is first, the continental United 
States; second, the rest of the Western Hemisphere; and last, the East- 
ern Hemisphere. This policy should be reflected in national policies as 
to oil imports. Import quotas could take into account the danger of 
increasing dependency on Middle East oil versus the relative security 
and accessibility of oil from neighboring countries in this hemisphere. 

There are a number of other factors, of course, that the executive 
branch of Government would consider in administering these quotas. 
These include various problems in the field of international relations 
and trade. Without depreciating either the importance of the com- 
plexity of these problems, import quotas in general, and oil quotas 
in particular, are both practical and necessary when the Nation’s 
welfare and security are advanced by such action. 

I firmly believe that this proposed amendment to our trade pro- 
gram is in the broadest public interest and is vital to the future security 
of America. I urge this committee to give it careful and favorable 
consideration. 

In 1949 the National Petroleum Council, in an advisory capacity to 
Government, enunciated its now accepted policy that imports should 
only “supplement our oil supplies on a basis which will be sound in 
terms of the national economy and in terms of conservation.” 

In July 1950, the council further elaborated upon its adopted 
import policy which the following statement : 

Fair and equitable relationships should obtain between total imports of crude 
oil and its products and total demands for oil in the United States during periods 
of excess availability of domestic oil for United States consumption. 

The domestic oil industry, as many on this committee realize, has 
long urged and awaited industrywide cooperation to the end that this 
policy be implemented voluntarily. State conservation officials urged 
American importing companies individually to restrain their imports 
in relation to domestic requirements. 

Mr. Chairman, I would like to insert at this point in my remarks 
a letter which I have just received yesterday from Gen. E. O. Thomp- 
son as to the seriousness of foreign oil imports, and the need for some 
type of restriction thereon. 

he CuarrmMan. Without objection it will be inserted. 
(The letter from Gen. E. O. Thomnaea follows :) 
RAILROAD COMMISSION OF TEXAS, 
Austin, March 11, 1955. 
Senator Price DANIEL, 
United States Senator from Texas, 
Senate Office Building, Washington, D. C. 


Dear Price: In response to your telegram, imports of oil and petroleum 
products into the United States continue to make increasingly difficult the 
marketing of domestic-produced crude. For the 4 weeks ending February 25, 
1955, there was imported into the United States 793,400 barrels of crude oil per 
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day and 562,800 barrels of products per day, making a total of 1,356,200 barrels 
of crude and products imported per day into the United States. 

Texas is operating her 155,000 oil wells only 18 days this month for the reason 
that we cannot sell any more oil than we can produce at most efficient rates in 
18 days, thus compelling a shutdown for 13 days that we could be producing in 
Texas at least 700,000 barrels per day more crude than we can now sell due to 
this constantly growing amount of imported crude. 

Our State laws very properly limits production, first, to that amount that 
can be produced without causing physical waste in the production thereof, and, 
second, our market-demand statute forbids the production of oil in excess of what 
can be sold. This is to prevent waste through evaporation and fire hazards and 
storage unuecessarily held above ground. 

So it is plain that, as imports increase, our oil wells will have to be cut down 
and eut down and cut down continuously to the advantage of those importers 
who bring oil in from foreign countries. 

There is at this time in storage above ground in the United States a total of 
259,830 million barrels of crude oil, which is ample. Our daily crude oil produc- 
tion as of the week ending February 25 was 6,749,000 barrels daily. There is 
no shortage of oil in this country, and there is no need for the excessive imports 
that are coming in at this time. 

I am of the firm conviction that imported crude and imported products of 
petroleum have now reached the point where they are supplanting domestic 
crude. This is wrong. It should not be allowed to prevail. It is perfectly all 
right for imports to supplement our supply; and by supplementing I mean we 
could favorably import products that cannot be economically made from our 
high gasoline-content crude. That is supplementing. But supplementing should 
not be allowed to reach the point where it supplants: and I think it is obvious 
that imported crude is supplanting Texas crude when we have to shut down 
13 days a month because we cannot sell our own home-produced oil due to the 
flood of foreign crude and products coming into this country. 

This sort of situation must not be allowed to continue, because it will mean 
discouragement of drilling in this country due to the allowables having to be 
so small per well per day, and will endanger our supply of oil for the national 
defense of our country. We cannot depend on foreign oil for national security, 
because, come war, foreign oil would be denied us through the sinking of 
tankers. Anyone who will study the sinkings of World War LI will readily agree 
with this statement, and it is my understanding that there are many new sub- 
marines in the world today which, come war, would pounce upon our shipping. 


Tankers would be the No. 1 objective. 
Sincerely yours, 
(Signed) Ernest O. TuoMpson. 

Senator Danitev. On June 24, 1954, and again on August 13, 1954, I 
spoke in the Senate concerning the harmful effects of excessive oil im- 
ports and called for voluntary solution, I advised that if import cuts 
were not forthcoming, I would support corrective legislation in this 
session of Congress. I ask that a copy of my speech of August 13, 
1954, be inserted here as a part of my remarks. 

The CuarrmMan. Without objection it will be inserted. 

(The speech of Senator Daniel of August 13, 1954, follows :) 


IRAN AND Or IMPpoRTs-— 


Need for a Proper Balance Between Imports and Domestic Production 


(Speech of Hon. Price Daniel, of Texas, in the Senate of the United States, 
Friday, August 18, 1954) 


Mr. DanteL. Mr. President, Americans rejoiced a few days ago to learn that 
the bitter British-[ranian oil dispute had been settled and that this valuable 
natural resource will be available to the Western World rather than to Soviet 
Russia. 

The community of free nations stands to gain from this settlement. The west- 
ern nations will have aecess te the oil, and revival of the industry will add 
greatly to the stability of the whole Middle East. 
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All of this will be true, Mr. President, only if Lranian and other Middle East 
oil producers use discretion, judgment, and statesmanship in determining the 
amount of oil which they will export to western oil-producing nations. 

Even now oil imports to the United States are too high. 'They have reached 
the point of supplanting rather than supplementing domestic production. 

A better balance between the two must be established if we are to prevent 
great losses and eventual destruction of our domestic petroleum industry. 

Let me make it clear, Mr. President—I realize that we must keep Middle East 
oil from going to Russia. We must receive some imports to supplement domestic 
production. However, it is equally important that we preserve and protect our 
domestic oil industry. It will serve no useful end for America to save the econ- 
omy and oil industry of the Middle East if it is done in a manner that would 
destroy the economy and national defense potentialities of the United States. 

Other Middle East countries must reduce their total output of oil proportion- 
ately so as to absorb the Iranian production when it is resumed. The total 
imports from the Middle East must be kept within present figures, or reduced, 
if we are to prevent destruction of the domestic oil-producing industry. 


DANGERS OF EXCESSIVE IMPORTS 


Mr. President, we have reduced domestic production to the breaking point. 
In Texas our conservation commission—the Texas Railroad Commission—has 
found it necessary to cut production of Texas wells to 15 days per month. This 
situation is not confined to Texas. While we have made the largest reductions 
in output, other States and producers have been similarly affected. 

Excessive imports constitute a threat to the economic health and security of 
the entire Nation. Accessible oil at home is vital to our defense. Foreign sup- 
plies are not reliable if war should come. 

Some have argued that we should use the Middle East oil now and save our 
own for the future. That would-be excellent if we knew where all the oil in this 
country is located and if our domestic industry and its millions of employees 
could go without their livelihood for several years on end. Neither of these 
conditions is possible. All of the oil in this country has not been discovered. 
The search for new reserves must continue, and it can and will continue only 
if there is a healthy and profitable industry. The search for new oilfields is 
being retarded even now by necessary reduction of production. 


INDEPENDENTS SUFFER MOST 


A man will not risk a million dollars wildcatting for new oilfields if he cannot 
expect to produce at a rate necessary to return the cost of his investment. Giant 
corporations may be able to wait but not the independent producers, who are 
the lifeblood of a healthy oil industry. 

Five major American oil companies will share in the new eight-company 
monopoly established by the settlement with Iran. These companies have other 
holdings in the Middle Bast. They can survive the blight of excessive imports, 
but not so with the independent producers whose income is confined to domestic 
production. Their problem was recently explained in an editorial in the August 
6, 1954, edition of the Abilene Reporter-News, of Abilene, Tex. I ask unanimous 
consent that the editorial be inserted at this point in my remarks: 


“Or. Import PROBLEM 


“The bothersome and dangerous Iranian oil situation was near to settlement 
Thursday as representatives of 8 big Western oil companies and the Iranian 
Government announced an agreement to start up that country’s paralyzed oil 
industry within 2 months, after the long shutdown resulting from the dispute 
between British oil interests and the Iranian Government. 

“The great Abadan refinery and the surrounding oilfields will be operated by 
a consortium of the eight companies. The contract runs for 25 years, with the 
privilege of three 5-year renewals. 

“Four of the eight operating companies are American-Standard of New Jersey, 
Standard of California, the Texas Co., and Socony Vacuum. 

“While this is good news to the Western world because it removes the threat 
of Communist conquest of Iran and its great oil riches, it carries-implications of 
trouble for our own oil producers. It means Iranian oil will once more flow into 
world commerce, and as it finds markets here and there it will tend to flood the 
United States with oil imports particularly from South America. 


59884—55—pt. 3——-2 
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“Heavy imports to this country have already pinched our independent pro- 

ducers, forcing cutbacks of production particularly in Texas. The blow falls 
heaviest on the independents because the majors are both producers and im- 
orters. 
: “Although the independents have steered away from handling the problem by 
higher tariffs, in the interest of world trade as a definite part of building dikes 
against communism, the Independent Petroleum Association of America, head- 
quarters in Tulsa, recently proposed a reciprocal trade policy for United States 
oil imports. 

“Basically, this plan would apply to each country exporting oil to the United 
States a volume of oil related to the amount of United States goods it imports. 
Since this preserves the very spirit of reciprocal trade agreements, it offers a 
persuasive and sensible solution to a problem that, unless remedied, may work 
untold financial injury and perhaps ruin upon the independent oil producers of 
Texas and other States.” 

Mr. Danrev. Due credit should be given to the American oil companies oper- 
ating in the Middle East for the extent to which they have reduced imports by 
practicing industrial statesmanship. I referred to this in a speech in the Senate 
on June 24—Congressional Record, pages 8395 to 8396. However, they must do 
more. Only additional voluntary reductions by importers of foreign oil will 
solve this problem without legislation. I hope that we can avoid legislation, but 
as stated in the speech referred to, I shall advocate action by the Congress if 
this problem is not solved by the industry itself. 

Gen. Ernest O. Thompson, chairman of the Texas Railroad Commission, is 
recognized as one of the world’s leading authorities, if not the leading authority, 
on oil conservation and production. On August 4, 1954, General Thompson 
released a statement concerning the Iranian oil settlement and the danger of 
increased imports. I ask unanimous consent that General Thompson’s state- 
ment be inserted at this point: 


“STATEMENT BY GEN. Ernest O. THOMPSON, CHAIRMAN, TEXAS RAILROAD 
CoM MISSION 


“We are glad Iran has been saved for service with the free world and not lost 
to Russian domination. Iran was in a critical position. 

“It is to be hoped that as Iran oil production is resumed that those other oil- 
producing countries around the Persian Gulf will reduce their output propor- 
tionally so as to avoid further flooding of the world markets with oil and caus- 
ing wasteful storage. 

“In 1950 when Iran closed down production of 650,000 barrels daily, these 
neighboring Persian Gulf countries upped their production. Kuwait was pro- 
ducing 350,000 barrels daily in 1950, now produces 930,000 barrels daily. Iraq 
was producing 136,000 barrels daily in 1950, now 600,000 barrels daily. Saudi 
Arabia has increased to 955,000 barrels daily now, which is 60 percent greater 
than in 1950. 

“Tt would seem only fair that as Iranian oil moves back into the picture those 
companies operating around the Persian Gulf should reduce in the proportion 
that they moved into the void in 1950 and later years. 

“These wells in the Persian Gulf area average 6,000 barrels of oil each per 
day. 

“They are no deeper on the average than Texas oil wells. 

“Texas oil wells average 19 barrels per well per day. 

“Imported oil and products are supplanting our domestic oil here and abroad. 
Our oil imports increase constantly, while our oil exports dwindle. 

“Due to oversupply, Texas oil wells are allowed to operate only 15 days this 
month of August 1954. 

“There are 150,000 producing oil wells in Texas today. 

“It would not seem fair to our own people to permit more oil imports.” 

Mr. DanteL. On the day before the above statement was issued, General Thomp- 
son wrote me a letter replying to certain questions posed on behalf of myself 
and my colleague {Mr. Johnson of Texas] concerning the crude-oil import situa- 
tion. I ask unanimous consent that General Thompson’s letter and three en- 
closures be inserted at this point in the Recorp: 
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RAILROAD COMMISSION OF TEXAS, 


Austin, August 3, 1954. 
Senator Prick DANIEL, 


United States Senator from Tezas, 
Senate Office Building, Washington, D.C. 

Dear Price: in reply to your questions about the crude oil import situation, 
| am happy to give such answer as I can. 

Attached hereto is a page from the Oil Daily of July 30, which shows oil imports 
for the past year (exhibit A). You will notice that the total per day for the week 
ending July 23, was 1,157,300 barrels of oil coming into this country. A year 
ago it was 939,000 barrels. You can see that for the past year it has been running 
around 1 million or more barrels per day. 

Also on the same page you will note that total oil exports for the first 5 months 
of 1954 are down 19 percent from the same period in 1953 (exhibit B). 

Texas has 150,000 oil wells producing at this time. In the month of July, 
Texas reduced her production 190,000 barrels per day; and on August 1, Texas 
had to reduce an additional 120,000 barrels per day, which makes a total cut of 
310,000 barrels in Texas daily production in the last 2 months. This is really 
very, very hard on the independent producers. 

The reason we had to reduce our production was because too much oil was in 
storage and too much products are on hand. 

I am attaching the latest storage figures to this letter so you can see the condi- 
tion of stocks on hand above ground (exhibit C). Excessive stocks above ground 
are wasteful, and it is our duty to limit production to the market demand; 
namely, the amount that can be sold, 

I am of the firm conviction that imported crude and products of petroleum 
have now reached the point where they are supplanting domestic crude rather 
than supplementing our supply. I think this is an understatement, in view of 
the fact that Texas oil wells are being permitted under order to produce only 15 
days during the month of August, and required to be shut down 16 days. 

It seems obvious that when the greatest oil-producing State in our Nation is 
compelled to shut down more than one-half the time during the midst of the big 
gasoline-consuming season, certainly imports are supplanting domestic produc- 
tion to the detriment of our State’s economy and vitally adversely affecting the 
revenues of our State. 

You know, 56 percent of our Texas State government revenues come from oil. 

This sort of situation must not be allowed to continue, because it will mean 
the discouragement of drilling in this country and will endanger our supply of 
oil for defense of our country. We cannot depend upon foreign oil for national 
security, because, come war, foreign oil would be denied us through sinking of 
tankers. 

It is all right to have a reasonable amount of imports of crude into our country, 
but it should not be at a point that adversely affects our peacetime economy or 
our national security. 

Sincerely yours, 


Ernest O. THOMPSON. 
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Exuisir A.—Crude and product imports 


[Figures are in barrels per day] 


East of California 
































[From the Oil Daily of July 30, 1954] 
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. | 501,800} 398, 300 5, 000 |. 41, 500 | 946, 600 135, 700 | 1, 082, 300 
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486,300 | 321, 390 5,000 | 7,900 | 25,900 846,400 ti7, 100 913, 500 
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489 800 | 293, 600 11 400 | _..-.. 8,900 | 803, 700 59, 300 853, 000 
7 619,700 | 347, 500 5,000 | 23,000 | 14, 000 |1, 009, 200 79 000 | 1,088, 200 
4 487,600 | 342,700 Gee fica Pecos 835,300 | 110,600 945, 900 
| 616.900 | 240, 400 5, 000 5. {= 869, 400 151, 600 | 1,021,000 
. | 733, 300 229, 700 11, 400 | 17,900 | 14,300 |1, 006, 600 55, 400 | 1, 062, 000 
440,200 | 2296, 800 21,700 | 10,700 | 10,300 | 689, 700 137, 000 826, 700° 
| 570,600 | 246, 600 5 000 | 14,200 | 9,900 | 846, 300 60 300 908, 600 
. | 557,400 | 292, 700 5 } Sere ae 765, 100 115, 100 880. 200 
547,600 | 270 800 5,000 | 14,600 e 838. 000 91, 900 929, 900 
555, 500 | 318, 400 12,000 | _..__- 10, 400 | 896, 300 42, 700 939, 000 
' | 
Exursit B 


Toran Om Exports ror 5 MontHs Down 19.2 Percent From 1953 


Exports of crude and refined oil for the January—May period of 1954 held 19.2 


percent below the 


like 5-month period a year ago. 


Exports for May 1954 alone held 3.2 percent below May 1953, according to the 
latest report of the Bureau of Mines. 
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Total exports in the 5-month period amounted to 52,893,000 barrels, off 
2,601,000 from 65,494,000 a year earlier. For May, total exports at 11,577,000 
barrels dipped 376,000 from 11,953,000 for May a year ago. 

Crude oil exported in the January—May period totaled 5,932,000 barrels, off 
44.3 percent from 10,837,000 in the like year earlier period. For the latest re- 
ported month, crude exports totaled 1,258,000 barrels, off 21.9 percent from 
1,611,000 for May 1953. 

Refined petroleum exported from the United States in the first 5 months of 
1954 at 46,691,000 barrels dipped 14.1 percent from 54,657,000 exported in the 
like 1953 period. May refined product exports totaled 10,319,000 barrels, off 0.2 
percent from 10,342,000 exported in May 1953. 


Exuisit C.—Latest petroleum stock figures 
{In barrels] 


[Products, July 23; crude, July 24; with changes from year earlier] 


Percent 

CI iat eninntsirnntindonnnirveddettmieanmasipaiel 279, 885, 000 —225,000 (—0.1) 
Ne 158, 844,000 +17, 136,000 (+12.1) 
SE a sgt elni ontten an ueredon 98, 412, 000 +582, 000 (+0.6) 
Keronene.. 3 20a oh hd 31, 069, 000 +1, 196, 000 (+4.0) 
RRO GO. nei Bk drtesndksa pans 53,585,000 +4, 699, 000 (+9.6) 
TI a ated tT lia Narain imme 621, 795,000 +23, 388, 000 (+3.9) 


Mr. Dante. I shall take the liberty of sending these letters and exhibits to 
the President of the United States along with my remarks. I hope that President 
Kisenhower and the appropriate agencies of his administration will study this 
problem in order that recommendations may be made to Congress in January. 

It seems to me that this is an appropriate subject for study by the President’s 
newly appointed Cabinet Committee on Energy Supplies and Resources. 

I know that President Eisenhower is conscious of the need to preserve and 
protect our domestic industry while we are helping to promote the welfare of 
other nations. On May 28, 1953, the President approved a statement by Sec- 
retary of the Interior Douglas McKay to the National Petroleum Council, the 
part of which read as follows: 

“I am hopeful that those companies importing crude oil or products will show 
industrial statesmanship in this important matter and that each company, 
acting individually and wholly on its own individual judgmeut, will exercise 
that restraint in respect of imports necessary to the health and security of the 
Nation. 

“I have discussed this matter with President Eisenhower and the National 
Security Council. I can say to you that President Eisenhower concurs in these 
views.” 

Later, in his state-of-the-Union message, January 4, 1954, President Hisen- 
hower said that recommendations would be made, from time to time, in various 
fields. He said one of these would lead to the adoption of a sound program for 
safeguarding the domestic production of critical and strategic metals and min- 
erals. It is my hope that the President will include the oil-import problem in 
his recommendations to the Congress next year. 


Senator Danrex. No voluntary solution has been realized. I there- 
fore have concluded that through inability voluntarily to hold imports 
to reasonable levels, the importing companies have in effect themselves 
invited a legislative correction. 

Now, here is the situation in which we find ourselves. All of the 
domestic producers in this country, or practically all of them, are op- 
erating under a restrictive production allowance. That is because we 
have in our States conservation laws and regulations which provide 
that each well can produce so much oil. They take into consideration 
the maximum efficiency rate of production. Also these oil-conserva- 
tion bodies and our State laws take into consideration the market 
demand for oil. The United States Bureau of Mines puts out a fore- 
cast monthly of the need for oil products in this country, and the State 
regulatory bodies consider the waste of excessive production along 
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with other considerations in prorating or placing a maximum on the 
production of each well each day. 

They take market demand into consideration, because to produce 
in excess of that amount would cause waste by aboveground storage. 
The best place to keep your oil to prevent waste is in the ground. 
Therefore, our conservation laws in our States and our conservation 
agencies in our States under law require domestic producers to hold 
their production down to a certain fixed amount. 

For instance, last year in Texas our production was cut down as 
low as 15 days per month. Today we are producing in Texas only 
18 days per month. 

Now, Mr. Chairman, it seems a very unfair thing indeed for domes- 
tic producers to be restricted by law, and to be held down in their 
production somewhere within market demand to prevent waste which 
has been approved by both our State and Federal agencies, and then 
to let foreign importers of oil come in here with a wide open allowable 
and throw on the market any amount of oil that they desire. 

In other words, you can see that our State conservation system will 
be ruined completely if the foreign importers do not voluntarily re- 
strain themselves, or if we do not have some kind of legislation. 

Now, we have tried for several years to get them to voluntarily 
restrain their imports and keep them somewhere in line, cut them down 
when our domestic demand is reduced, just like the State agencies 
cut down domestic production. But they have failed to do it. 

The Cuamman. Have you got the figures on the percentage basis 
of the importation of foreign oil ? 

Senator Danrex. Since 1946 they have increased 200 percent. 

The Cuamman. What is the percent now ? 

Senator Dante. About 15 percent of the total domestic consump- 
tion, domestic production or demand, is furnished now by foreign oi! 
imports. 

Senator Kerr. Wasn’t it at least that last year, and hasn’t it mate- 
rially increased this year ? 

Senator DanetL. It was 15 percent last year, and for the past few 
weeks of this year there was an increase of about 17 percent over the 
same period of last year. 

In other words, this thing is going up instead of going down. When 
our domestic producers are being regulated and being held down in line 
with market demand, and foreign imports are increasing, you can see 
that the importers are just taking up the market that the domestic 
producers have been cut out of. They are going to ruin our conserva- 
tion system in all of our States if shee are allowed to continue un- 
restrained. 

Senator Grorce. How much oil is there in this quota that you are 
asking for if this went into effect, how many more days, measured in 
days and hours? 

Senator Danret. How many more days’ production / 

Senator Grorce. Yes sir; for each State and each producing well ? 

Senator Danrex. Well, if this went into effect, Senator, it would be 
about 5 percent more production than we now have domestically. 

Senator Grorce. Well, 5 percent of 15 days is how much? You said 
you had 15 days, that is the State law. 

Senator Dante.. We have 18 days production now per month. 
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Senator Kerr. Senator, the difference would be apparent here. You 
see, Texas is being held at 18 days, and many States, on account of just 
having stripper-well production, to 30 days. So actually if this were 
done there would be about 4 or 5 States that would get the principal 
opportunity of increasing their production. It would mean an addi- 
tional 3 or 4 days to Texas at least. 

Senator Danret. Senator George, even a 5-percent increase in do- 
mestic production would be a great thing for our State. 

Let me just give you an example. In 1954 our State found it was 
necessary to reduce production 4.4 percent over 1953. Now, the direct 
loss to the economy of the State of Texas was about $100 million. It 
was more than a $5 million loss in State taxes to say nothing of local 
taxes. Now, when you take 4.4 percent cut and it knocks out the $100 
million of income and the production taxes based on a percentage 
thereof, you can see how it damages the State. If this amendment had 
been effective, we would not have had to take that much reduction. 

Senator Grorce. You haven’t got any unusual situation in restrict- 
ing your own output and then having the Federal Government let in 
some other products of the same type. The chairman of this committee 
and I have had that experience in peanuts. We are under very rigid 
control, and the farmer is. Nevertheless, we are getting in 51 million 
tons of foreign peanuts. 

Senator Danie.. That is right. We are not alone. But I want to 
say this, Senator, of all the products and commodities being hurt and 
damaged by foreign imports, it seems to me that we might be a good 
example of being alone, without any kind of quota under the law, or 
any kind of protection under the law. Today most of our farm 
products are under quotas. We have absolute quotas on dairy produe- 
tion, cotton, barley, oats 

Senator Grorer. Just a minute. You have got it on cotton, but you 
haven't got it on the fabvicated product, and that is where it hurts. 

Senator Dante. Well, sir, I am speaking about cotton. 

Senator Grorer. You are talking about raw cotton? 

Senator Danimx. Yes, sir; raw cotton, barley, oats, rye, and sugar. 
Now, you take for instance on our cotton allotment program and our 
parity price system in this country, it could be ruined if we did not 
have some kind of quota system on foreign imports on cotton. That 
is what we are facing in the oil industry today. We have a conserva- 
tion program which some people have criticized, that is true. But 
without it I don’t see how we could keep all of the employment today 
that we have, or the tax revenues now going to the State, local agencies 
of government, and the Federal Government. Certainly we could 
not realize as much actual production and use of oil and other natural 
resources without this program, It has been approved by both State 
and Federal agencies, and recognized as a wonderful program. It is 
going to be ruined if we continue to let foreign oil imports come in 
without any restriction. 

Now, then, another important thing—— 

The Cuarrman. May ror you this question ? 

Senator Danigu. Yes, sir. 

The Cuatrman. As I understand it, from the latest figures avail- 
able, this would mean a reduction of 5 percent on the basis of the 
consumption, total consumption, of this country ? 
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Senator Dante. Yes, based on the total consumption or total 
market demand for the same 3 months of the previous year. 

The Cuarrman. What countries would be affected by this? 

Senator Dantex. Well I have the figures in my prepared text and 
will come to them later if I may. However, they show that for the 
first quarter of 1955, according to the United States Bureau of 
Mines, reported domestic demand for the same quarter of 1954, this 
would permit 826,000 barrels daily of imported oil and oil a 

Now, that would be more oil than we were importing from our 
Western Hemisphere countries. It would not be enough to take care 
of all the present imports from the Middle East. That is where we 
are really being hurt. But as far as Venezuela, Mexico, and Canada 
and all the neighbor countries in this hemisphere are concerned, it 
would be sufficient to take care of those countries. 

And, members of the committee, as far as national defense is con- 
cerned, it seems to be that these neighboring countries are the ones 
to be considered. If this quota is administered on a reciprocal basis, 
that is, on the basis of trade that we have with other countries, we 
could take care of all of the importing countries in our Western 
Hemisphere pretty well under this amendment, with very slight 
reductions. 

The Cuatrman. What agency will determine from what countries 
this 10 percent will come? 

Senator Dante... Well, under other quotas we have the Tariff Com- 
mission’s recommendations with the President making the final 
determination under recommendations from the Tariff Commission. 
And under some of these laws it is provided—for instance, under agri- 
cultural products it is provided that the determination is made by 
the Secretary of Agriculture. He advises the President, and the 
President makes that determination. 

The CHatrman. Is that carried out in the amendment, I mean the 
exact process whereby this reduction is distributed ? 

Senator Dante. No sir. The amendment does not carry out the 
exact, process by which the quota would be distributed. But I will 
present different types of procedures that have been used under other 
quotas, Senator. I think there are several different procedures that 
the executive department can use. That would be a matter for the 
executive department to determine. 

I think one of the best is the reciprocal trade basis. Of course, they 
might take into consideration other things also. But as my statement 
shows, I have several illustrations of the quotas that have been set up 
in this manner, and how the executive agencies have taken over and 
administered those quotas. 

Now, one of the most important things, it seems to me, is the matter 
of national security. The President’s commission, which has recently 
made its report, states clearly that if imports are increased to any great 
extent beyond what they were in 1954, our domestic industry and the 
national security would be seriously damaged. That report says: 

The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore to 
the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and réserves that are necessary to the national de- 


fense. There would be an inadequate incentive for exploration and the discovery 
of new sources of supply. 
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Now, the committee goes on to say thai they think that this restric- 
tion ought to be voluntary, But it adds that if voluntary restrictions 
do not come, then appropriate action should be taken. 

Now, Mr. Chairman, our 10 percent figure is lower than the Presi- 
dent’s commission would advocate under their recommendation of 
1954 as a basis. Our 10 percent figure has been arrived at from the 
average of imports between 1946 and 1951 and what they bore to the 
domestic demand and the domestic production for that period. 

Now, it would be unfair, it seems to me, to take 1954 as the gage, 
because in 1954 we had our State agencies restricting domestic produc- 
tion, trying to take care of the situation here. It certainly would not 
be a fair thing to take that as the basis which we should use for restrict- 
ing imports to this country. 

The President’s committee does say that if you have too much oil 
imported into this country you will endanger the national security. 
If you will read General Thompson’s letter, which I have already in- 
serted here in the record, you will see that this man, who has had great 
experience in war, long experience in the Army, and great pees 
in seeing that sufficient oil was provided for a war, says we have al- 
ready reached the danger point; that we cannot continue to find new 
reserves in this country unless we have sufficient incentive, a sufficient 
market to require industry to go out and look for new reserves. 

I want to conclude the remarks that I have right at this time, and 
I will return after the Governor finishes his remarks and after I attend 
another committee. But I would like to conclude, Mr. Chairman, with 
just this thought. It is our independent oilmen who are being hurt 
by this foreign import situation. And they are the backbone of the 
industry. Without them, the competition that they furnish, we 
would not have the great oil industry that we know in this country 
today. 

Our independents have little or no foreign oil. Of course, you may 
find one or two exceptions. The only one I know of who is opposing 
this amendment does own foreign oil in one of our nearby countries. 
But by and large your independents have no foreign oil. Your 5 big 
major American oil companies, and 1 foreign company, have 90 
percent of all these imports of oil from foreign countries. The major 
companies that own the foreign oil, of course, can get by with very 
little protection here at home. They don’t mind holding their do- 
mestic oil in the ground, and they can go along all right with it, be- 
cause they own the foreign oil that is coming in and being produced 
at so much cheaper prices. But your independent operators—and 
there are thousands of them in this country—without the foreign oil 
cannot compete with the majors. The consumer in the long run is 
going to be hurt if we allow these foreign oil imports to increase 
under the 90-percent control of a few of our major oil companies. 

We must have some foreign imports, certainly. We recognize that. 
But there ought to be a balance between foreign-oil imports and do- 
mestic demand in this country. That balance we have today between 
domestic products and our domestic demands, and that balance cer- 
tainly ought to be put into effect by law, in my opinion, between for- 
eign imports and domestic demand. 

Mr. Chairman, in all fairness, I must say that some of these major 
companies have tried to voluntarily restrict themselves, and to stop 
this damage that is being done to the domestic industry—I want to 
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make that clear—but those who have tried the most have ended up 
finding other importers increasing their imports, and those who have 
tried to cooperate have really ended up suffering losses to those who 
refused to restrict their imports. 

It is difficult for them to get together on any agreement under our 
antitrust laws, they just can’t do it. So it seems to me that the onl 
solution is some type of standard set up by the Congress which will 
control this thing so that the total imports will decrease or increase 
in accordance with domestic market demands, just like our total do- 
mestic production decreases or increases. 

Senator Matone. Mr. Chairman, could I ask one question ? 

The Cuamman,. Senator Malone. 

Senator Martone. I suppose that all of these petroleum companies 
that have their investments abroad and bring in their products are 
“ai the extension of the 1934 Trade Agreements Act. Do you think 
they are? 

Senator Danrex. Well, I imagine that quite a few of them are. I 
don’t know, though. I haven’t heard them speak. But I have read 
in the paper where two of them have testified. 

Senator Martone. Do you know that Secretary Dulles testified here 
yesterday that it would be impossible to operate this law properly 
without injuring some domestic industry, the smaller industries? 

Senator Dantex. I heard that he so testified. 

Senator Matone. Are you for the extension of the act ! 

Senator Dantet. Senator, I will be back in a little while. I will say 
hee without the proposed amendment, I would have serious doubts 
about it. 

Senator Matonr. May I ask one more question ? 

Senator Dante. The Governor has to catch a plane, and I would 
like to keep my agreement. 

Senator Martone. In other words, Mr. Chairman, everybody wants 
to get out from under it, and if they can, they are for it. 

Senator Martin. I was wondering whether Senator Daniel, when 
he comes back, could give us the percentage of domestic production 
by the so-called independent in comparison with the large companies 
which are now doing the cmpeetinet 

Senator Dantex. I will try to get those figures. 

Senator Martin. I don’t know whether that is available or not. 

Senator Kerr. I will say to the Senator from Pennsylvania that 
7 companies—5 American and 2 foreign—control and own approxi- 
mately 90 percent of the known reserves in the free world. 

Senator Martone. Mr. Chairman, we also have testimony that those 
very same companies want to be the judge as to how much oil is 
imported and how much is produced in the United States. 

I think that would suit every industry that has investments abroad. 

The Cuatrman. The Governor of Oklahoma, the Honorable Ray- 
mond Gary. 

The Chair would like to welcome to the committee a distinguished 
Senator, Senator Johnson. This is his first attendance. He has been 
absent because of illness. 

We are very glad to have you with us, Senator Johnson. 

Governor, you may proceed. 
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STATEMENT OF HON. RAYMOND GARY, GOVERNOR OF THE STATE 
OF OKLAHOMA 


Governor Gary. Mr. Chairman, gentlemen of the committee—— 

Senator Kerr. May I say one word first? 

Mr. Chairman, the Governor of Oklahoma is here with the com- 
mittee of the Oklahoma State Legislature. A number of the senators 
and representatives whom he will name for the committee, and who 
were sent here by the Oklahoma Legislature to back up the statement 
and request by the Governor for a provision to limit imports, while 
they are not asking for time to testify before the committee, ask that, 
in addition to the Governor’s remarks, both his statement and any 
statements that they care to make may be inserted in the record. 

The Cuarrman. Without objection, it will be done. 

Governor Gary. Thank you, Senator Kerr. There is a great deal 
of interest in Oklahoma as to this bill that is now pending. The 
welfare of the oil and gas industry is vitally important to every citizen 
in Oklahoma. Oklahoma’s economy is geared to the oil and gas indus- 
try, not only by the people employed in the industry but by the 
economic and physical affairs of the State itself. 

Approximately one-fourth of our population is directly or indirectly 
dependent upon the oil industry for their welfare. Approximately 
$242 million per year is vadeiead ti wages paid by the oil industry in 


Oklahoma. In addition, for the fiscal year 1953-54, the oil industry 
produced a gross of $580,971,000 and paid to the State of Oklahoma 
a gross production tax of $30,732,657. In excess of 10 percent of the 


tax revenues of the State of Oklahoma is derived from this source. 

{ might add that in Oklahoma, when our gross production tax on 
oil is high and our industry is healthy, we are able to collect additional 
millions of dollars from income tax. Our largest income-tax payers 
in Oklahoma, generally speaking, are our oil companies. 

The Cuatrman. Did you say an additional million? 

Governor Gary. Additional millions of dollars in income tax. 

The Cuarrman. What is your income tax? 

Governor Gary. Our income tax in Oklahoma in normal years— 
we will take 1953-54—it amounted to approximately $17 million. It 
went to the support of the general revenue fund of our State 
government. 

Senator Kerr. Four percent? 

Governor Gary. I beg your pardon, 4 percent on corporations, 
6 percent on individuals, 

When the gross production tax goes down because of curtailment 
in the market of oil, production and marketing of oil, it has a direct 
bearing on the amount of income tax that we collect. The gross pro- 
duction tax and the income tax are our two largest sources of revenue 
to support general government in Oklahoma. 

If the earnings of the oil industry in Oklahoma for the fiscal year 
1953-54 was turned over once our sales. tax receipts from this source 
would amount to $11,619,420. 

Any factor which would increase unemployment, lower the wage 
scale of our people, cripple the vital functions of government, and ad- 
versely affect the economy of our State is of major importance to the 
people of Oklahoma. 
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Consequently, you can appreciate my interest in the effect that the 
increasing and excessive imports of foreign oil into the United States 
is having upon the economy of Oklahoma. 

According to a report of the Oklahoma Employment Security Com- 
mission for December 1954 there was an overall increase of 156.25 
percent of unemployment in the oil industry over the previous year. 
In some counties of Oklahoma actual unemployment over the previous 
year reached as high as 400 percent. These figures would indicate 
that unemployment of oilfield workers has increased alarmingly in 
Oklahoma. 

Oklahoma’s production was 16,021,000 barrels less in 1954 than it 
was in 1953. This 16 million barrel reduction in Oklahoma’s pro- 
duction was the highest decrease in the Nation except one other State 
and was, percentagewise, a greater decrease than any other State. This 
16 million barrel decrease represents almost one-third of the total 
decreased production of the United States in 1954. Since Oklahoma 
suffered the loss of approximately 14 cents per barrel in tax on every 
barrel that was lost in production, the actual loss in the gross pro- 
duction tax was approximately $214 million. 

The producers of the State of Oklahoma cannot stand the continued 
loss of market. Last year the 67,581 Oklahoma wells averaged only 
7.6 barrels per well per day of crude oil production. This decline in 
production occurred during the same year that Oklahoma’s proved 
reserves of crude oil increased 141 million barrels, and proved reserves 
of recoverable natural gas increased 16 million barrels. 

There is still much oil to be found in Oklahoma, but in order to 
find this oil there will have to be a healthy economic climate. With 
low per well allowables that are being given to the producers today 
in Oklahoma, a healthy economic climate is not possible. The domes- 
tic oil industry in Oklahoma faces a crisis. We cannot sit idly by 
and see the destruction of one of our principal sources of revenue. 

Very recently Oklahoma suffered another blow to its petroleum 
industry. A refinery at Drumright, Okla., employing 189 men, an- 
nounced that it was going to close permanently in the near future. 
It was significant to me that this same company announced, in the 
same week, that it was going to construct a new refinery on the east- 
ern seaboard. With the large amount of foreign crude oil being re- 
fined on the eastern seaboard, it is only natural to assume that this 
refinery will use a large portion of foreign oil in its refining opera- 
tions. Cheap foreign oil produced by cheap foreign labor threatens 
the entire domestic industry. From the standpoint of national de- 
fense, the domestic industry must remain strong. 

Oklahoma views with alarm the increasing imports of crude oil. 
Imports of crude oil have increased faster than the increase of de- 
mands on crude oil since the conclusion of World War II. Each year 
it is said that last year’s imports were the highest on record and it is 
equally true that last year’s 1954 imports were the highest on record. 
The impact of increased imports was harder on Oklahoma, due to the 
greatly increased percentage of imports going to the States east of 
the Rocky Mountains as compared with imports to the Pacific coast. 
The market for Oklahoma oil has been, traditionally, “east of the 
Rockies,” with most of its crude oil going north and east. It is very 


evident, with the increase of imports east of the Rockies, that Okla- 
homa has been affected. 
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Oklahoma has provided leadership in conservation and has given 
the oil industry a stability that could not have been obtained other- 
wise. The laws of Oklahoma and the rules and regulations of the 
corporation commission governing the production of oi] in Oklahoma 
have been based upon advanced thinking of engineers and tech- 
nologists. 

Oklahoma was first to adopt laws and rules and regulations to pro- 
vide for production of oil and gas without waste, utilizing reservoir 
energy by limiting the number of wells that may be drilled within the 
common source of supply, protecting the correlative rights of the 
owners therein, and providing for unit operations of fields to effect 
the greatest ultimate recovery of oil. Competition with oil produced 
by other nations which do not atempt to follow conservation practices 
is manifestly unfair. 

Oklahoma drillers should not be called upon to maintain idle oP 
ment while the developers of foreign oil continue to flood our markets. 
One of the principal objectives of my administration is the bringing 
of new industries to our State. Our legislature has just passed and 
I have recently signed the bill creating an economic development coun- 
cil for that purpose. 

The thought has occurred to me that each drilling rig operating 
in the deep-drilling areas of our State constitutes a small industry. 
Each deep-drilling rig employs at least 18 men and the driller pays 
out approximately $800 per day for wages and services. You can well 
imagine the effect of this industry upon one of the small communities 
in our State. 


Each rig that must shut down because of a lack of market for our 


oil is a loss of an industry to the State of Oklahoma. It is with deep 
regret that I have learned that as of the week of February 14, of this 
year, 115 rigs were shut down in the State of Oklahoma, yet in the 


succeeding week of February 21, 1955, total crude oil imports amounted 
to 1,349,000 barrels. 


Senator Kerr. Per day? 
Governor Gary. Per day, thank you. 
ec 


You might ask what effect imports of foreign oil have upon the 
market for Oklahoma oil. In the United States today only a given 
number of barrels of oil can be sold. Each barrel of this market 
which is absorbed by oil imported into the United States is one 
less barrel that Oklahoma might have had the opportunity of mar- 
keting. Every barrel of imported oil means that Oklahoma must 
further restrict its production. 

I do not advocate the complete elimination of all foreign oil and 
the importation thereof. It is my sincere belief that these imports 
of foreign oil should be limited to 10 percent of domestic demand. 
The citizens of Oklahoma hope that this Congress will act to re- 
strict the imports of foreign oil in the United States so as to pro- 
tect and insure the future of our great State. 

Gentlemen, that is the prepared statement that I have submitted. 

The Cuarrman. Thank you very much, Governor. 

Governor Gary. I cera like to say this, that second to agricul- 
ture the oil industry in Oklahoma is our greatest industry, Right 
now, with the decline in agricultural prices and the drought that 
we have in Oklahoma, the oil industry is just about on a dollars 
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and cents basis equal to the agricultural industry, even with the de- 
cline in the production of oa But with the crippling effect pro- 
ration has had, curtailment in the sale of oil, plus the drought, and 
the decline in farm commodities, that has dealt a very crippling 
blow to Oklahoma’s economy. 

I know that it is necessary—we should have reciprocal trade agree- 
ments with other nations to carry on friendly relationships and help 
stimulate the world economy. But it appears to me that in the oul 
industry we may be going too far, especially when States like Okla- 
homa, that depends to such a great extent for the support of its 
economy on ae have many independent oil producers in Okla- 
homa that have practically gone broke in recent years because of 
the restrictions on the per well allowable that they are allowed to 
produce and market; it is having a very crippling effect on the 
operation of our State government. 

Right now we have called for a special election to be held on 
April 5 to amend our constitution in order that the people might 
be permitted to vote additional ad valorem taxes upon themselves 
to support the schools. 

If the oil industry in Oklahoma was permitted to produce as 
much oil and sell, as much oil as we produce on sound conserva- 
tion practices, it would enable us to have sufficient revenue to op- 
erate our schools and other functions of government, together with 
other revenue that we have, without having to call upon the peo- 
ple to amend their constitution to permit an increase in ad valorem 
taxes. 

It is hard for our people in Oklahoma, many of them, to un- 
derstand how our Government can continue to give economic aid 
to some nations, part of which money finds its way into further 
exploration and increase of foreign oil, or tax dollars, that comes 
in direct competition with our own great oil industry. 

I notice in one of the national magazines for the month of Novem- 
ber—and this happens to be significant to me, because that is the 
month that we hit our lowest level, I believe, in the production and 
sale of oil in Oklahoma—and that was prior to the time the legisla- 
ture convened, and it looked like we were going to have a greater 
shortage in our funds to support our Government than it appears 
now that we might have—but I noticed in this magazine that a Mr. 
McCobb of the Standard-Vacuum Oil Co. had signed an agreement 
that gives the Standard-Vacuum Oil Co. the right to drill for oil in a 
20,000-square-mile area in east and west Pakistan. I have gathered 
information to the effect that the Government of Pakistan, of course, 
will finance 25 percent of this exploration. 

I know that that is one of our friendly nations, and we want to 
maintain that friendly relationship with that nation and other nations 
that are friendly to us in Europe and over the world. But when we 
furnish our tax money, apparently, to help finance the exploration of 
oil, it has a very crippling effect on Oklahoma’s economy, it causes the 
people in Oklahoma to become greatly disturbed. We would like 
very much for this Congress to restrict imports of foreign oil to 10 
percent of the national consumption. If that can be done, we feel 
that in Oklahoma we would be able to maintain a healthy petroleum 
industry, and it would help us in keeping our State’s economy on a 
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sound and better balanced basis. There would be better living, of 
course, for the people of Oklahoma. 

I appreciate very much as Governor of Oklahoma having the privi- 
lege of appearing at this hearing. I would like to ask permission to 
supplement the statements that I have made by leaving these tele- 
grams that I have received since I arrived in Washington. These 
telegrams are from the northeastern section of Oklahoma, part of 
them, the tri-State zinc area. 

The zine industry in the tri-State district of Oklahoma is suffering 
like the oil industry, on a similar basis, because of imports of zinc, 
They are asking that the Government, the National Congress, take a 
look at this problem with a view of trying to render some aid. 

Then I have some additionai telegrams from the glass-producing 
area Of Oklahoma. We find that the people in the glass industry in 
the glass-producing areas are suffering just like vor are in the imports 
of foreign oil. We find that we pay our average glassworker in Okla- 
homa $2 an hour, which is much more than the foreign glassworkers 
are able to earn. It makes it very hard for our glass industry in 
Oklahoma to compete with the Glamis tekumee glass. I would 
like to have these telegrams inserted into the record. 

The CHARMAN. Without objection, it may be done. 

(The telegrams follow :) 


Miami, OKiA., March 14, 1955. 
Hon. RayMonp GARY, 


Governor, State of Oklahoma, 
Hotel Statler, Washington, D. v.: 


Business and labor in the tri-State area have been seriously affected’ by the 
importation of foreign zinc. I seriously urge you and your committee to include 
the zinc industry in the tri-State district in your protest in the importation of 
residual oil. Both cases are identical. 

Mac BARTLETT, 
Managing Editor, Miami Daily News Record. 


Miami, OKLA., March 14, 1955. 
Hon. RaymMonp Gary, 


Governor, State of Oklahoma, 
Hotei Statler, Washington, D. C.: 


The future of the tri-State mining district is now being affected by the huge 
importation of foreign zinc. Local operators find it almost impossible to com- 
pete with the low price of foreign ores and we therefore urge you to include zinc 
in your protest of residual foreign oil. 

MERRILL CHANEY, 
President, Miami Lion’s Club. 


Miami, OKta., March 14, 1955. 
Hon. RayMonp Gary, 


Governor, State of Oklahoma, 
Hotel Statler, Washington, D. C.: 


Labor and industry in the tri-State district will be greatly benefited if you 
can include zinc in your protest of importation of residual oil. Will you please 
include zine as both cases are identical. 


JouHN F. Ropinson. 
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Saputpa, OKLA., March 14, 1955, 
Hon. RAYMOND GARY, s 
Governor of Oklahoma, Hotel Statler, Washington, D. C.: 


Bartlett-Collins Co. is definitely opposed to lowering of tariffs in connection 
with trade agreements permitting foreign goods to enter this country in compe- 
tition with American goods. United States tariffs are among the lowest in the 
world, and further reductions will be a low blow to the glass industry. Profits 
will fall, unemployment will increase, and standard of living drop. If have to 
compete further with products created by poorly paid labor of Japan, Italy, 
Czechoslovakia, and other low-wage countries in protection of the American 
glass industry and your constituents in Oklahoma we rely upon your carefully 
considered judgment. 

BARTLETT-COLLINS Co., 
G. O. NICKEL, 
Trafie Manager. 


MIAMI, OKLA., March 14, 1955. 
Hon. RAYMOND GARY, 
Governor of Oklahoma, Hotel Statler, Washington, D. C.: 

This organization is vitally concerned in the price of zinc. Due to the low 
domestic price labor and industry have been seriously affected in this district. 
The low price is partially due to the large importation of foreign zinc. While 
in Washington we urge you and your committee to present our case in connection 
with your protest of the importation of residual oil. Any help you may give 
will be greatly appreciated. 

GeorGE H. WALBERT, 
President, Miami Rotary Club. 


Mirai, OKLA., March 14, 1955. 
Hon. RAYMOND Gary, 
Governor, State of Oklahoma, 
Hotel Statler, Washington, D. C. 

Employment in the zinc mining in this district has steadily declined and 
small-mine operators have been forced to shut down due to the price of zinc 
which has been held to a minimum price partially due to the importation of 
foreign zinc. Will you and your committee include the zinc mining industry 
in your protest of the importation of residual oil. Unless some relief is afforded 
the mining picture in this district will indeed be very black. 

WILBUR WORLEY. 


MraMI, OKLA., March 14, 1955. 
Hon. RAYMOND Gary, 
Governor, State of Oklahoma, 
Hotel Statler, Washington, D. C. 

A survey of the retail merchants in the tri-State district shows acute distpess. 
attributed directly to the depressed zinc prices. For example Montgomery Ward 
has pulled out of Miami, Safeway, and J. C. Penny out of Picher, Okla., and a 
number of small merchants have been forced to close, as well as an overall steady 
decline in retail sales. Labor is seriously affected. We are rapidly reaching 
a point where this could very well become a distress area if some relief is not 
granted to zinc mines. We especially urge you and your committee to include 
the zinc industry in this district in your protest in the importation of residual 
oils. Our cases are parallel, 


K. BE. KIMMEL, 
Chairman, Legislative Committee Miami Chamber of Commerce. 

Governor Gary. Again I want to say that I appreciate very much 
the privilege of being here. We do have, as Senator Kerr pointed 
out, a_very strong delegation from Oklahoma representing the Okla- 
homa Legislature. 

We have Senator Jim Rinehart, chairman of the revenue and taxa- 
tion committee; Senator Fred Chapman; Senator Carl Morgan; and 
we have from the house side Representative J. D. McCarty, floor 
leader of the house of representatives; Jim Bullard; Representative 
Bob Burton; and I believe Senator Frank Mahan from one of the oil- 
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producing sections of the State, the chairman of our roads and high- 
ways committee. 

I might add that part of our gross production tax on oil goes to 
maintain our highways. 

I would like to supplement my statement further by inserting that 
statement into the record. 

The CuatrMan. Without objection it may be inserted. 

(The statement referred to follows :) 


STATEMENT OF MEMBERS OF THE OKLAHOMA LEGISLATURE TO THE SENATE FINANCE 
CoMMITTEE, MagcH 15, 1955 


Mr. Chairman, members of the Senate Finance Committee, we, the under- 
signed members of the Oklahoma Legislature here in Washington to appear be- 
fore your committee to urge that a quota, or other suitable control be placed 
on the flood of foreign oil now being imported into this country, respectfully 
ask your consideration of the following facts : 

(1) Officials of the big oil companies appearing before your: committee have 
testified that domestic oil activities, including exploration, were at an all-time 
high in the year 1954, in spite of the enormous imports of oil. We find that 
officials of the same companies in the midcontinent oil area are telling a far 
different story. ‘They tell us, and others proposing to drill wells the following: 
“We have too much oil now,” or, “we are shut down on new drilling,” or, “we are 
only drilling our expiring leases that we are unable to renew.” 

The facts are that there is a big slump in drilling activity, with rigs being 
stacked and men thrown out of employment, due to excessive imports of oil, 
The authoritative reporting agency, Research Oil Reports, in its weekly report 
states that for the past week in Oklahoma there were 147 well completions 
which was 23 less than the previous week, and that there were 148 new well 
locations which was 61 less than the previous week. That illustrates the actual 
conditions in the last part of 1954, and so far in 1955. 

(2) That this country has been a net oil exporting country and its strong posi- 
tion in oil production, in peace and in war, was because it was not harassed with 
a flood of oil imports such as has come into this country since 1948. We attach 
hereto a schedule of oil exports and imports into this country from 1918 to 
1955, inclusive, which show that every year this country exported more oil than 
was imported except for small amounts in 1920, 1921, and 1922, and that the big 
flood of imports started in 1948, and has grown worse until it has now reached 
the enormous amount of 1,349,000 barrels per day for the week ending February 
11, 1955. 

(3) That the 5-percent gross production tax on oil and gas in Oklahoma fell 
off about $2% million in a recent 6-month period due to cutting back the produc- 
tion of Oklahoma wells at the same time imports of foreign oil were increasing. 
While the State treasury was losing $2%4 million, the well owners, farmers, and 
royalty owners were losing $57 million income. 

(4) The safety of our Nation requires a healthy and aggressive oil industry 
to furnish an abundant and available supply in time of war when imports of 
oil are impossible. 

In closing, we respectfully ask you to ponder well these two facts: 

(a) Imports are mereiy a day-to-day supply of oil in peacetime only and in 
nowise can be classified as reserves to be relied upon in event of war, and 

(b) The relationship of supply with demand is being maintained, not with 
any changes in the amounts of the daily imports now running around 1,300,000 
barrels per day, as the importing companies would have you believe. Actually 
this balancing of supply with demand is being done by the States practicing con- 
servation regulation and producing the 6% million barrels per day. Oklahoma, 
for one, is getting tired of cutting back the economic output of its wells to take 
eare of this increasing flood of imports. 

Respectfully submitted. 


oR < © em 


— 


Jtm RINEHART. 

W. A. Burton, Jr. 
CaRL MORGAN. 
FRANK MAHAN. 

J. D. MoCarry. 
JAMES M. BULLARD. 
Frep A. CHAPMAN. 





1296 TRADE AGREEMENTS EXTENSION 


United States exports and imports of crude oil and refined products, by years 
[Thousands of barrels] 





Exports Imports 


Crude | Refined All oils Crude Refined | All oils 


| | | | 
| Total | Daily | Total | Daily | Total | Daily | Total | Daily Total | Dray Total | Daily 





5,884, 16) 62,234) 170} 68,118} 187 37, 736| 103} 1, 3 
6,348) 17) 57,545, 158) 63,893) 175) 52,822) 145) 1,376 4 
7 
4 


9,295} 25! 70,323| 192) 79,618] 217] 106,175 2) 647 

9,527) 26, 62,254) 171| 71,881] 197) 125, 364| 3, 428 

10, 804! 30) 63,745) 175] 74,550 204) 130, 255) 5,719 

17, 534 48| 84,800) 232) 102,334) 280 17, 638 

18,239} 50, 99,089|  271| 117,328} 321 16, 806 

13, 337 36) 100,684)  276| 114,021 16, 376 

15,407; 42 116,999} 321/ 132, 406 ; 20, 938 

15,844] 43) 126, 419) 142, 263 . 13, 353 

18,966] 52) 135, 991) 154, 957 11, 790 

26,401; 72/136, 719) 163, 120 ; 29,777 

23,705| 65) 132, 790) 156, 495 43, 489 

25,535] 70/98, 819) 124, 354 38, 837 

27,393]  75| 75,882 103, 275 ‘ 29, 812 

36,584;  100| 70, 143 106, 727 13, 501 

'127; 113] 73,380 114, 507 14, 936 

141| 77, 587| 

137| 81, 681 

184) 105, 600 

212) 116, 474) 

197} 116, 883) 

141| 78, 970) 

91| 75, 592) 

93} 83,073) 

113) 108, 615, 

93| 173, 378) 

90| 149, 985 

116, 110, 687) 

127| 118, 122| 

108, 94. 938 

91} 86,307 

| 34, 95| 76, 483 
1951_.....| 28,604) 78) 125, 448 
1952 | 26, 696) 73) 131, 492) 
1953___-_ | 55] 126, 736) 
1954 967, 38) 117, 155) 
nes... aa 30 96, 000) 


1 Estimated. 
Source: Bureau of Mines, except December 1954, estimate. 
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Governor Gary. I have nothing else. 

The Cuarrman. If you have anything else you can send it to the 
clerk. 

Senator Kerr. Did you have some questions, Senator ? 

Senator Grorce. How would this 10 percent of the imports be ap- 
portioned between the different products? 

Governor Gary. We were thinking in terms of petroleum, raw, 
crude petroleum products, if we could have a 10-percent limitation on 
all crude that is imported into the United States according to the rec- 
ords, of course, it would have a very strong influence on our petro- 
leum industry of Oklahoma. 

Senator Groree. I understand that. I appreciate your problems. 
We have the same problem all along the east coast. My State, for 
instance, has all the ills that you point out about agriculture. And we 
have no oil, that is, none produced in commercial quantities. But we 
do have fuel all up and down the east coast on which most of our indus- 
tries near the coast, in the coastal areas, certainly must depend. 
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If we have to feel the impact of the 10-percent quota on our fuel 
all up and down the east coast it would be a pretty terrific blow to us. 
Of course, we get a lot of oil from Venezuela, but Venezuela happens to 
be one of our best importing countries also. 

Senator Kerr. May I say something in that regard, Senator? This 
wouldn’t increase the cost of your fuel oil 1 cent. 

Senator Grorce. How much would it put it up? 

Senator Kerr. Not 1 penny a barrel. 

Senator Grorce. Would you guarantee that? 

Senator Kerr. Yes. You can haul fuel oil to Georgia from the gulf 
refineries far cheaper than you can haul it from the Middle East, and 
all this would do would be just reallocate the amount that is being con- 
sumed through the domestic sources of supply, which are hundreds and 
thousands of miles closer to the east coast, instead of letting it con- 
tinue to come from some other side of the world with the higher trans- 
portation costs. 

Senator Martin. Mr. Chairman, I wonder if Senator Kerr would 
yield? Iam trying to get some other things worked out. I would like 
to ask the Governor 2 or 3 questions. 

Is that satisfactory to you, Senator ? 

Senator Kerr. Indeed, it is a pleasure. 

Senator Martin. Governor, you say that Oklahoma’s production in 
1954 is in round numbers 16 million barrels less than 1953 ¢ 

Governor Gary. Correct. 

Senator Martin. During that time Oklahoma has the—the opera- 
tors in Oklahoma have been using a lot of modern methods to increase 
the production, but regardless of that, you will still have a reduction 
of 16 million barrels? 

Governor Gary. Yes. 

Senator Martin. That clears that up. In the next paragraph you 
state that Oklahoma has 67,581 wells, and that they average 7.6 

Senator Kerr. Barrels per day. 

Senator Martin. Barrels per day. And now, has that production 
been dropped off, and has the number of wells been dropping off, or 
have you been drilling—— 

Governor Gary. We have been forced to curtail the production, 
pe re per well, in order to come within the market demand 

or oil. 

Senator Martin. But the average per well could be in excess of 7.6 
if you didn’t have to curtail? 

Governor Gary. Considerably. We have the potential to produce 
a million—how many thousand bares more per day ? 

Senator Kerr. er ar, twice what you now produce. 

Governor Gary. I would say in the neighborhood of 500,000 bar- 
rels a day more than we are now able to market. 

Senator Martin. Now, is Oklahoma producing this production by 
law, or are you getting a lot of your producers to volunteer it? 

Governor Gary. No, it is actually produced by order of the Cor- 
poration Commission, which, I might say, by law—it is reduced down 
to comply or come within the market demand. 

Senator Martin. Now, on the same page you have made reference 
to a refinery at a certain place in Oklahonia ing out of business, 
with the statement that this operation will probably be replaced over 
on the Atlantic seaboard. 
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Governor Gary. That is correct. 

Senator Marr. I might state that has been happening in Penn- 
sylvania, Ohio, West Virginia and Kentucky. I know that, because 
I have made a survey. And these refineries have been placed in the 
Delaware Valley, and practically the entire production to maintain 
those refineries is imported oil. Do you find that to be true from your 
investigation ? 

Governor Gary. That is what we are fearful would happen and 
is happening. The information I have, that is one of the principal 
reasons for them to be located on the seaboard, is so they can have 
some access to the foreign oil. 

Senator Martin. Governor, I have been informed that outside the 
Houston district of Texas, that the greatest expansion in refining is 
in what we call the Delaware Valley. 

Governor Gary. That is the inclination I have. 

Senator Martin. Thank you, Governor. 

The Cuarrman. Senator Johnson has sent for me to come to the 
floor immediately, and I would like for Senator Kerr to act as chair- 
man and take charge of the meeting. 

I abdicate in his favor for the time being, until 1 o’clock today. 

Senator Kerr (now presiding). Governor, you stated that the 
number of wells in Oklahoma was some 67,000, averaging only 7.6 
barrels per well per day of crude oil production. You are aware 
that the wells in the Middle East—Iraq, Iran, Saudi Arabia, Kuwait, 


and other countries—the oil wells there are producing at an average 
rate of in excess of 5,000 barrels per well per -. 
Governor Gary. That is the information I have, running unre- 


stricted. 

Senator Kerr. And that is made possible by the fact that they 
have practically a tariff-free market in the United States for that 
production ? 


Governor Gary. Yes. And cheap labor in the areas where they 
produce it. 

Senator Kerr. Would you be surprised to know that the ave 
cost per barrel to discover and drill and produce and transport to the 
tankers on the Caspian and Mediterranean Seas does not exceed 20 
cents per barrel for that oil, while the average cost of refining and 
producing oil in the United States is in excess of $2.25 a barrel, which 
dramatizes the fact that until there is a restriction on imports of for- 
eign oil there is no way for the domestic industry to survive? 

Governor Gary. I agree with you 100 percent. The independent 
operators are the ones that are suffering, of course, the most. 

Senator Kerr. In view of the fact that the major companies do not 
only own over 75 percent of the oil in this country, but they and the 
2 foreign companies, Anglo-Iranian and Shell, control Bi sagged 
90 percent of the known oil reserves in the free world, including those 
of the United States, unless there is a restriction on imports, not only 
will the domestic industry be destroyed by foreign competition, but 
tens of thousands of domestic producers will be destro no this com- 
petition, which, in the analysis, benefits y 5 Ameri 
companies, 

Is that about the picture as you have found it to be? 

Governor Gary. is correct. 
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Senator Kerr. Now, the distinguished Senator from Texas was here 
this morning talking about the oil production in his State. My infor- 
mation is that there are approximately 400,000 wells—— 

Senator Danre.. In Texas approximately 155,000, according to 
General Thompson’s letter to me dated March 11, 1955. 

Senator Marrty. Senator Kerr, does anybody have the information 
as to the number of oil wells that we have in America? 

Senator Kerr. Yes, sir. 

Senator Martin. I think we ought to have that. 

Senator Kerr. Is Russell Brown in the audience? 

Mr. Brown. Yes. 

Senator Kerr. Do you have that information? 

Mr. Brown. 514,808 in the United States at the end of 1954. 

Senator Martry. Could you give us that broken down by States? 

Mr. Brown. Yes. 

Senator Kerr. And the average production per well by States? 

Mr. Brown. You want it by States? 

Senator Kerr. Yes. 


(The following table was subsequently received for the record :) 


Producing oil wells and average daily production per well, at end of 1954 
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Souree: World Oil. 


Mr. Brown. The overall average is about 12 barrels. 

Senator Kerr. The overall production in Texas is about 2,800,000. 
How much is it today? 

Senator Dantrex. About that. I have seen various figures as to the 
average daily production per well, but I think it is somewhere around 
15 barrels per well, average. 

Senator r. Yet they could produce a lot more, and they, like 
the wells in Oklahoma, are being held to that very limited production, 
to permit a few hundred wells in the Middle East to produce in excess 
of 5,000 barrels per day, and have just as free access to the American 
market. They could produce at least 700,000 more barrels crude per 
day than they are producing at this time and still be within the maxi- 
mum efficiency rate of production. 

I believe there are over 2 million barrels of production today in the 
United States shut in which could be todtiodl within that maximum 
efficiency rate. 
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I have here a telegram from the citizens of one county in Oklahoma 
that I would like to read into the record, Governor. I notice that a 
brother of yours happens to be one of the citizens of that area, and 
he signed this telegram, asking that it be called to your attention. 

Governor Gary. "Thank you. 

Senator Kerr. I know you would be glad to have me call it to the 
attention of the committee. 

Governor Gary. I appreciate that. 

Senator Kerr (reading) : 

ATOKA, OKLA, 


Senator Rosert S. Kerr, 
Capitol Deliaber Washington, D. C.: 


Resolved, That the citizens of Atoka County, Okla., take exception to the 
statements made by Mr. Swensrud, chairman, Gulf Oil Corp., before your com- 
mittee, to the effect that their increasingly heavy imports of oil the past year 
have not affected the domestic economy. 

In May 1954 the Gulf brought in a flowing well, the first in this county, at a 
depth of 3,000 feet. They applied for and received 20-acre spacing on over 
7,000 acres on June 14, 1954, claiming they had a large reservoir of oil. 

They then staked 32 locations, drilled a second well, which was capped and 
pulled out early last summer. Have reports by two well-known petroleum 
engineers indicating this is a major pool, capable of production in many Zones. 

Gulf resisted all efforts to get accurate information until last few days. This 
county has more than one-fourth of its inhabitants on relief of some kind. If 
this field was diligently developed, many of our citizens would be able to care 
for themselves. They have shut down this potential major oil pool while they 
are increasing their imports. It seems stupid to permit this monster importer of 
oil to drown us with imports, shut down on our refineries and wells here, and 
put our folks on relief, while they enjoy unconditional profits due to their 
ruthless import policy. 

We think they should pay income taxes on all income derived from foreign 
oil plus an import tax of at least $1 per barrel. Please call attention of your 
committee to this telegram, and give it the same publicity accorded Swensrud’s 
testimony. 


This is signed by about 25 citizens of Atoka County, Okla. 
(The following letter was subsequently received for the record :) 


GuLF Or CoRPORATION, 
Pittsburgh, Pa., March 17, 1955. 
Senator Harry F. Byrp, 
Chairman, Finance Conmittee, 
United States Senate, Washington, D. C. 


Dear SENATOR Byrp: We have been advised that on March 15 Senator Robert 
S. Kerr read into the hearings of the Senate Finance Committee on H. R. 1a 
telegram he had received from certain citizens of Atoka County, Okla” This 
telegram, in effect, accuses Gulf Oil Corp. of deliberately shutting down on what 
it is claimed would be a major oil pool if only we would go ahead with the 
development. 

The statements and conclusions in the telegram are highly misleading, and for 
the sake of the record we would like to make clear what the facts really are. 

About a year and a half ago we acquired an interest in some 8,000 acres in 
Atoka County, Okla., upon payment of $136,000 and agreeing to certain drilling 
obligations. The first well we drilled, which cost $233,000, was capable of 
producing a small quantity of oil but has declined rapidly to a present level of only 
about 12 barrels daily. We can never hope to get our money out of this well. 
The second well was never able to produce any oil, although some minor gas 
production may be possible. One of the signers of the telegram, who has mineral 
and lease interests in some of the land involved, has been trying to get us to do 
more drilling which we do not feel is justifiable in view of the discouraging results 
thus far relative to our total expenditure to date of some $472,000. We have 


1A copy of the telegram according to the transcript of the hearings is attached hereto. 
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offered to turn over our entire interest in a propossed drilling site to whoever 
would be willing to drill a well, but so far have not been able to work out anything. 
The telegram states that two well-known petroleum engineers have “indicated 
this to be a major pool.” We have seen one outside report, but it does not reach 
any such optimistic conclusion. If the engineers in question, the signers of 
the telegram, or anyone else, believe this to be a major oil pool, we will gladly 
turn over our entire interest therein, including the two wells already drilled, 
for the money we have expended to date. We are just as sorry as the people 
in Atoka County that we have not found a good pool there, but the implication 
that we are holding back on the development of a known major oil field in 
Atoka County is entirely erroneous. Our company is very active in exploring 
for oil in many parts of the United States, including Oklahoma, and our objective 
is to increase our domestic production as fast as we can find opportunities to do so. 

We are sending each member of your committee a copy of this letter so that it 
may come to his particular attention, and we would, of course, appreciate having 
the letter put into the record of the hearings in connection with the telegram 
which was read into the record by Senator Kerr. 

Sincerely yours, 


S. A. SWENSRUD. 


ATOKA, OKLA., March 14, 1955. 
Senator Ropert S. KErsR, 


Capitol Building, 
Washington, D. C. 


Resolved, That the citizens of Atoka County, Okla., take exception to the state- 
ments made by Mr. Swensrud, chairman, Gulf Oil Corp., before your committee, 
to the effect that their increasingly heavy imports of oil the past year have not 
affected the domestic economy. In May 1954 the Gulf brought in a flowing well, 
the first in this county, as a depth of 3,000 feet. They applied for and received 
20-acre spacing on over 7,000 acres on June 14, 1954, claiming they had a large 
reservoir of oil. They then staked 32 locations, drilled a second well, which was 
capped, and pulled out early last summer. Have reports by two well-known 
petroleum engineers indicating this is a major pool, capable of production in 
many zones. Gulf resisted all efforts to get accurate information until last few 
days. This county has more than one-fourth of its inhabitants on relief of some 
kind. If this field was diligently developed, many of our citizens would be able 
to care for themselves. They have shut down this potential major oil pool while 
they are increasing their imports. It seems stupid to permit this monster im- 
porter of oil to drown us with imports, shut down our refineries and wells here, 
and put our folks on relief, while they enjoy unconditionable profits due to their 
ruthless import policy. We think they should pay income taxes on all income 
derived from foreign oil plus an import tax of at least $1 per barrel. Please call 
attention of your committee to this telegram, and give it the same publicity 
accorded Swensrud’s testimony. 

F. K. Carney, Joe Voto, R. M. Christie, Robert Cates, Jr., Burley Ralls, 
Zeno Smith, B. Goldfield, Robert McCary, M. R. Cates, C. BE. Me- 
Niel, F. H. Mason, W. R. Sample, O. Rosinsky, J. F. Henson, 
Gaston Jones, EK. G. Wood, Robert McCary, Jr., J. W. Boone, 
George Morrison, Robert Cannon, James B. Skinner, C. C. Ste- 
phens, C. W. Casteel, H. R. Carter, Jack Latimer, J. A. Dowlen, 
C. H. Easley, A. G. Blauner, J. C. Cooper, Joe F. Gary, Robert B. 
Epperson, W. L. Evans, Claud Collier, Otis McCary, H. W. Mitch- 
ell, Andrew Phillips. 

Joe F. Gary, brother of Governor Gary, has signed this and asked that a copy 
be given him if he is still in Washington. 

Governor Gary. Thank you, Senator. 

Senator Kerr. Are there any further questions? 

Senator Martin? 

Senator Martin. You have spoken, Governor, about the unemploy- 
ment, the direct unemployment, because of the curtailments in pro- 
duction. Have you given any consideration to the curtailment of 
employment in other fuels like coal, and in transportation? 

overnor Gary. We have. 
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Senator Martin. For example, we are transporting oil now from 
Houston, Tex., to Pittsburgh, Pa., by water. Of course, by the im- 
portation of oil, that is cutting that down to a large extent, and of 
course that puts out of employment men who work on river trans- 
portation. Have you given thought to that? 

Governor Gary. Yes, we have. Now, the 156 percent decrease in 
November 1954 over November 1953 was the—that is the decrease of 
people employed directly in the production of oil. 

Senator Kerr. That is the increase of unemployment ? 

Governor Gary. Increase in unemployment. at did not count 
the increase in unemployment that has been brought about in other 
businesses that are directly related to the oil production, like the trans- 
portation system, trucking industry, and other related industries. 

Of course, we have the same problem in our coal industry in Okla- 
homa. Our coal industry is very sick in Oklahoma. 

Senator Martin. The coal industry, Governor, I think you will find 
from your investigation, is very sick all over the United States. Our 
expert engineers and technicians and economists all state that coal 
is the basic thing in the supplying of energy—I think. 

Governor Gary. We have an abundant supply of reserve in Okla- 
homa. 

Senator Smatuers. Mr. Chairman. 

The CuatrmMan. Senator Smathers. 

Senator Smaruers. I would like to ask just a couple of questions, 
Governor. Down in my State—I am sort of like Senator George, we 
don’t have too many oil wells, we hope someday to have a few, but 
there is something that concerns us, of course, and that is what finally 
is going to be the price of our fuel that we use on our highways and 
things of that nature down there if we put this limitation that is 
recommended by you people on importation of oil. 

Now let me ask you just a couple of questions about this crude-oil 
business. 

Do you recall how much it has grown as an overall business in the 
last 5 years, domestically speaking ? 

Governor Gary. I don’t know Baie much it has grown, but I know 
that in Oklahoma our marketable production has decreased. 

Senator Smaruers. In the last 5 years? 

Governor Gary. That is correct. 1954 was less than 1953, and 1953 
was less than 1952. 

Senator Kerr. And 1952 was less than 1951. 

Senator Smatuers. In Oklahoma? 

Senator Kerr. In the Nation. 

Governor Gary. That is right. 

Senator Kerr. While at the same time the imports were steadily 
increasing. 

Governor Gary. That is correct. 

Senator Smaruers. Well, where do TI get such figures—and they 
must have been supplied to me—I don’t know that they are right at 
all, although they come from one of the Government agencies—daily 
production is now about 614 million barrels, whereas in 1938 it was 
31% million barrels. 

Senator Kerr. We are talking about the last 4 or 5 years. 
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Senator SaatuHers. All right, let’s go back to 1938. Since 1938 
what has been the picture in Oklahoma as far as crude-oil production 
is concerned $ 

Governor Gary. Well, during the war years, of course, we increased 
our production of crude-oil in order to take care of the national 
demand. Since the war, immediately after the war we were able to 
hold up our production to a good level. But for the past 2 years it 
has been coming down. 

We hit a very low figure—down below 475,000 barrels per day, I 
believe—in the month of December 1954. 

Senator Smaruers. Do you attribute that loss of production in 
Oklahoma directly to the fact that imports from Venezuela and the 
Far Eastern countries have been coming into the United States ? 

Governor Gary. Not altogether. I contribute a great deal of it, 
though, to foreign imports, because every time you import a million 
barrels of oil that is going, of course, to keep us from selling some 
oil from Oklahoma, and all the other States. But some of the oil 
being produced in other States, in the Rocky Mountain area, for 
instance—west of the Rocky Mountain area—has taken some of our 
market in Oklahoma. I wouldn’t say that all of it is because of 
imports, but they certainly have had a big strong effect. 

Senator SmaTruuers. Is it your feeling that if this restriction of 


10 percent is put on the importations, that it would not only help 

Texas, for example, or one of the war western oil-producing St 

it would also help Oklahoma ? 
Governor Gary. It will help all of us. 
Senator SmatuHers. Do you believe that they can produce oil ex- 


ates, 


pensively, if the fields are more rich in oil, these States west of 
Oklahoma, than you can in Oklahoma? 

Governor Gary. No, I do not. 

Senator Smatruers. And if this restriction is put on it might not 
solve our problem, but it might help other States? 

Governor Gary. You see, we have been operating in Oklahoma 
under very strict conservation laws. Some of the other States are 
new in the production of oil and are not operating under strict con- 
servation laws like we have in Oklahoma. 

We hope that they will. We hope it will be possible for them to 
continue to do that. 

If you restrict the imports on foreign oil 10 percent of our domestic 
»roduction, we will all profit by it in the oil-producing States and the 
Nation will profit. by it. 

Senator Smatuers. -You believe that the price of fuel oil—I will 
repeat what Senator George asked—if there is a restriction on im- 
portation put on, that the price of oil to the average motorist up and 
down the east coast would not go any higher ? 

Governor Gary. I don’t believe it would go a penny higher. I think 
the producer of this fine oil would just make less profit on marketing 
or buying our own produced oil in this Nation. I don’t believe it 
would make any difference in price. 

Senator Sma'tuers. Do you think there is any value in maintaining 
for a peu emergency any large oil reserves in these United 
States 

Governor Gary. I certainly do. I think that we would be safe 
if we stayed within 10 percent on imports. I think we still would be 
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safe. Our reserves in Oklahoma are increasing every year—oil 
reserves. 

Just recently a new field was discovered in Oklahoma that looks 
like it might turn out to be one of the best discoveries in the State’s 
history. 

Senator SmaTuers. Are you actually producing less barrels per day 
in Oklahoma than you did 5 years ago ? 

Governor Gary. I couldn’t say 5 years ago. I believe we are. 
Today we are producing less than we did 5 years ago. 

Senator Kerr. I’m not quite sure but what we are producing less 
than what we did in 1939. We certainly did produce less in 1954 than 
in 1953 and less in 1953 than in 1952. 

Governor Gary. In 1954 we produced 500,000 barrels a day. 

Senator Smaruers. Could you say that this unemployment might 
be resulting from the fact that you had to get new methods of getting 
the oil? You are doing it more efficiently and with greater use of 
machinery, which results—— 

Governor Gary. Less drilling. There is less drilling because the oil 
companies find it very difficult to do. The little independents find it 
pay difficult to finance the operation of the drilling of new wells 
when they can’t sell but 7.6 barrels per day per well. 

Senator Smaruers. How about the big companies? How are they 
doing in Oklahoma? Are they producing less or are they producing 
more ¢ 

Governor Gary. I would say that are all on a general basis pro- 
ducing less. The major companies operating in Oklahoma, they can 
afford to drill a big well and take a loss on the operation in Oklahoma 
if they can import foreign oil and make a larger profit on the foreign 
oil. They are under restrictions. 

The little independent people are gradually being driven into bank- 
ruptcy under the present method of operation. 

Senator Smaruers. We cannot but feel that is not only true in the 
oil business and the grocery business and every business you can 
imagine today, and I don’t know that it is all because of imports. A 
lot of it has to do with our tax program and other things. I am trying 
to get at this question as to whether or not the big companies are pro- 
ducing less oil today in Oklahoma than they did, we will say, 3, 4, or 
5 years ago. Has it been a steady decrease? 

Senator Kerr. When the overall State production is reduced, Sen- 
ator, it affect the big companies the same as the little companies. 

They don’t play favorities in proration in Oklahoma. You people 
along the east coast think about these importers, and you should re- 
member this, that they are not reducing the price of your product 
by bringing in those imports. They are using that oil that costs them 
20 cents a ea and charging you the same price for your gasoline 
and fuel oil as they would be charging you if they were getting their 
supplies from their own or the production of independents along the 
Gulf of Mexico or inward in midcontinent and paying $2.65 a barrel 
for it. All they do is let you people pay them the same amount for 
the product that they make out of that 20-cent oil as they oe» you 
for the product that will be made out of this domestic oil if their 
quantity of imports was limited. 
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Senator Smatuers. Of course, our concern is that if we limit the 
imports, then the price may go up, rather than even stay at the present 
figure. 

Cay: I gather that it is your testimony that even the big oil 
companies have shown a steady decline in production in Oklahoma in 
the last 5 years, an increasing unemployment resulting not from new 
methods, new means of getting the oil out of the ground, but rather 
from a decrease in crag ve 

Governor Gary. That is right, decrease in drilling activity. 

Senator Kerr. What time do you have, Governor ¢ 

Governor Gary. I have 11: 20. 

Senator Kerr. How much more time do you have? 

Governor Gary. I am due at the airport at 12: 30. 

Senator Kerr. Senator Malone wants to ask you a few questions. 

Senator Dantev. May I interpose one comment in relation to Sena- 
tor Smather’s question? When these imports have increased, as you 
pointed out, the price of the product on the east coast has not decreased. 

Senator Kerr. They shut down more domestic production. 

Senator Danrets. So Senator Smathers and Senator George will 
understand it fully, there is about 2 million barrels per day of pro- 
ducing capacity in the United States shut in now. If you lower your 
imports, your domestic production will come in and fill the gap, if 
there is any gap. Production is in line with market demand. There 
would be no possibility of that causing any increase in price of the 
product to the consumer. We have more oil now than the market 
can take. 

Senator Kerr. Thank you, Senator, because that is eminently 
correct. 

Governor Gary. Producers in Oklahoma could produce enough ad- 
ditional oil to replace all the oil imported right now and still operate 
under our own conservation laws. 

Senator Danrev. Without increasing the price? 

Governor Gary. Yes. 

Senator Kerr. Remember that Kansas has a member on this com- 
mittee too and they have a lot of shut-in capacity. 

Governor Gary. Yes. We could produce 500,000 more barrels a 
day. Texas can produce 700,000 more. 

Renate Kerr. The flood of imports more than anything else is pre- 
— the more aggressive development of oil production in your 

tate ¢ 

Governor Gary. That is right. 

Senator Kerr. Senator Malone? 

Senator Matone. Governor, I think you have made a good witness. 
I think you are very fair. I am glad to see you here. I know you 
are seriously hurt. 

Governor, you were very fair in bringing in some other industries 
that were very seriously hurt. That was the zinc industry and the 
glass industry. I don’t know whether you are aware of it, but there 
are probably several other industries hurt along that line. 

Governor Gary. I am sure that is correct. 

Senator Matone. Would you recommend quotas for all products 
that are threatened by imports? 

Governor Gary. I can’t see why we shouldn’t. The reason I recom- 
mend it, brought in the lead and zinc industry and the glass industry 
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along with the oil industry is because that happens to be the three 
industries in Oklahoma that affect our economy. I am very strongly 
in support of reciprocal trade agreements so long as we do not go 
so far that they cripple our own economy and destroy our own in- 
dustries within our own Nation. 

Senator Maronz. I am going to get into that a little bit further, 
Governor, because I am sure that very few people understand what 
happens if you do not have the 1934 Trade Agreements Act, but I want 
to refer you now to testimony by Mr. Dulles yesterday. 

Mr. Dulles, in answer to a question that pointed to whether or not 
these industries could be hurt under the act—you see, there has been 
tremendous advertising by most of the newspaper commentators—you 
are probably aware that reciprocal trade— 

Could we have order, Mr. Chairman ? 

Senator Kerr. We ask for order in the room, please. 

Senator Martone. In answer to a question as to whether or not in- 
dustry would be injured in this country in carrying out the 1934 Trade 
Agreements Act, the Secretary said: 

I don’t believe we can operate the law without some injury to some American 
industries. 

You know, we have a peril point and escape clause and lots of things, 
but he was asked about that. Further he was asked : 


Do you agree there is authority in the act to trade away an American payroll 
to serve an international purpose if it causes injury to that American payroll? 


I think Secretary Dulles made a fine witness. He was an honest 
witness, about the first one we have had who went right across the 


board and told you the truth about it, and all the truth he knew about 
it. 
He said: 


Conceivably, yes. We do a lot of things, sir, that do great injury to the 
American people to serve an international purpose. 


Then he said: 


It is my understanding that the so-called escape clause is not designed to 
protect from injury every particular element in American industry. I believe 
there has been some question about amending it so that it may read that way. 


He goes on to say: 


I think that it is interpreted, sir—I am not a great expert on these matters— 
to me injury to an industry as a whole and not necessarily injury to every par- 
ticular concern in that business. 


Then he said further: 


I do recognize that competition, whether it is domestic or foreign, does injury, 
and it injures first the weaker and less economical units in the industry. 

It seems to me that that is the first interpretation that we have ever 
had of the 1934 Trade Agreements Act that is called reciprocal trade 
to sell free trade to the American people—those words “reciprocal 
trade” don’t occur in the act, either in the title or in the act, you 
understand that, do you not? 

Governor Gary. I didn’t quite catch your last statement. 

Senator Matone. The reciprocal trade phrase does not occur in 
the title or the body of the act or the amendments to the act over the 
past 21 years, you understand that? 
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Governor Gary. No; you are giving me some information that I 
didn’t know. 

Senator Martone. I will get into that just a little bit later. The 
question then as put so clearly in the question to Mr. Dulles and his 
answer is so clear, the question then has been over the 21 years-—this 
is the ninth year I have been here, and trying to make this point— 
whether the law contemplated injury to an American industry for an 
international purpose, and Mr. Dulles said, it does, that it includes 
that injury, the way it is now written. 

Governor, do you understand that the 1934 Trade Agreements Act 
was passed for 3 years as an emergency act, then until 1951, extended 
every 3 years for 3 more years, and then, in 1951, we cut it to 2 years. 

In 1953 we cut it to 1 year. Last year we held it to 1 year. This 
year it is proposed that it be extended 3 years and the tariff cut an 
additional 15 percent, 5 percent per year; you understand that is 
what is proposed ? 

Governor Gary. I read that proposal. 

Senator Martone. Have you ever studied any of these—I call them 
trick organizations all around the world, like General Agreement on 
Tariffs and Trade at Geneva? Did you ever hear of that organiza- 
tion ? 

Governor Gary. I heard of it, but I know very little about it. 

Senator Martone. I think 99%,» percent of the American people 
never heard about it, and those who have heard about it do not know 
what itmeans. This is what it means, Governor. 

As long as this act is in effect, it doesn’t matter how you amend it, 
the decision remains in the executive branch, which virtually means 
the State Department and as long as the act is in effect then the 
General Agreement on Tariffs and Trade at Geneva is operative. As 
the Secretary of State testified yesterday, it operates on the basis of 
this act. 

If the act is not extended, GATT, the Geneva Agreement on Tariffs 
and Trade, dies of its own weight. There are 30 to 34 nations—and 
have been since 1947—making multilateral treaties lowering tariffs. 
Of course, we also have the most-favored-nation clause, so if a trade 
agreement is made with one nation, like in the oral agreement made 
with Venezuela, it is applicable to all nations on earth under the most- 
favored-nation clause. You understand that, do you not? 

Governor Gary. Go ahead, I understand it. 

Senator Kerr. Governor, as much as I regret it, I am compelled to 
tell you that your secretary advised me, if you are to make your sched- 
ule, you must leave now. 

Senator Matong. I think you have a good governor in Oklahoma. 
Iam for him. I think he is making a good witness. 

‘ Senator Kerr. I think he is making a good audience right now, 
Senator. 

Senator Martone. The inference is appreciated, but my sense of 
humor dies pretty quickly when you are talking about unemployment 
of the workingmen and the demise of domestic industry and investors. 
It doesn’t carry over that far. 

Now, Governor, there was created the other day, through a United 
Nations Assembly resolution, a world trade organization to do the same 
thing, to distribute the markets of the United States. You understand 
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in Oklahoma and Nevada they are a good deal alike. I lived in Okla- 
homa in 1937. They know what a sucker poker game is down there; 
don’t they # 

Governor Gary. I will say they do. 

Senator Martone. If a man with some money comes down and he gets 
into the game, it isa game. If he doesn’t, there is no game. That is 
the way this is. If the American markets are not in this thing, then 
there is no game. 

If we extend this thing, then the United States markets are still in it. 

I am sorry that you do have to leave right away, because I think you 
would be good for this outfit if you stayed awhile. 

Governor Gary. I would like to stay longer. 

Senator Martone. You understand, then, that if you let this thing 
die, we go back to the 1930 Tariff Act on the basis of fair and reasonable 
competition; in other words, the Tariff Commission as an agent of 
Congress determines what the tariff ought to be on the basis of fair and 
reasonable competition—isn’t that about what you want, to have the 
tariff represent that difference in cost of production in the United 
States and abroad ¢ 

Governor Gary. That is about it. Coming back to our problem 
in Oklahoma, talking about reciprocal trade agreements, I have ob- 
served during the past 18 months to 2 years that the imports of for- 
eign oil have been gradually increasing. I understand it is about 13 
to 14 percent of our domestic consumption as of now. 

Senator Martone. That is right. 

Governor Gary. While in Oklahoma and other oil-producing States 
we have had to decrease our production of oil. 

Senator Matoner. I understand that. 

Governor Gary. So I am in favor of this reciprocal agreement 
for doing business with the other countries, trying to develop our 
international relationships on a friendly basis, but there is a limit 
to the amount, there is a limit to what we should do. We shouldn’t 
continue to the detriment of our own economy. 

Senator Matonw. That is correct. If the basis of the act and the 
basis of the 1930 Tariff Act to which we would revert—of course, 
the President would have to cancel the agreements in effect by 
Executive order—then the Tariff Commission would fix the tariff on 
the basis of fair and reasonable competition and anything that comes 
in would come in on that basis. 

This year I introduced a bill, S. 400. I ask that it be placed in the 
record. 

(S. 400 is as follows :) 


[S. 400, 84th Cong., Ist sess.] 


roduction of strategic and critical metals, minerals, 
nited States, and for other purposes 


Be it encated by the Senate and House of Representatives of the United 
States of America in Congress assembled, That as used in this act the term 
“strategic and critical metals, minerals, and materials” means any metal or 
mineral ore or concentrate not fabricated into finished form, and any other 
material, which is determined to be strategic or critical under section 2 (a) 
of the Strategic and Critical Materials Stockpiling Act. 

Sec. 2. It is declared to be the policy of the Congress to develop and pro- 
mote the production of strategic and critical metals, minerals, and materials 
within the United States so that such metals, minerals, and materials will be 
available to the Nation in time of war and to relieve the United States from 


A BILL To encourage and assist the 
and materials in the bs 
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dependency upon foreign areas for such strategic and critical metals, minerals, 
and materials, the transportation of which in time of war would be difficult or 
impossible. It is necessary and essential that a proper economic climate be 
created or exist to encourage the development and production of our strategic 
and critical metals, minerals, and materials. Such economic climate would enable 
the United States to maintain a going concern critical minerals and materials 
industry within the United States in time of peace which can supply the Na; 
tion with such strategic and critical metals, minerals, and materials in time of 
war. To create such favorable economic climate and to accomplish the other 
objectives of this Act it will be necessary to reestablish the principle of fair 
and reasonable competition between foreign producers and domestic producers 
in the regulation of import duties on strategic and critical metals, minerals, and 
materials. 

Sec. 3. (a) There is hereby created a Strategic and Critical Minerals and 
Materials Authority, to be composed of the Secretary of the Interior, the See- 
retary of Defense, the Secretary of Commerce, the Secretary of the Treasury, 
and the Chairman of the United States Tariff Commission (hereinafter referred 
to as the Authority), which shall have the powers conferred by this Act 
with respect to any strategic and critical metal, mineral, and material when- 
ever the Authority certifies that such strategic and critical metal, mineral, or 
material requires relief as authorized herein. 

(b) The Authority may, subject to the civil-service laws, appoint such em- 
ployees as it deems necessary to carry out its functions under this Act and 
shall fix their compensation in accordance with the Classification Act of 1949, 
as amended. 

(c) There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 

Sec, 4. All powers vested in, delegated to, or otherwise properly exercisable 
by the President or any other officer or agency of the United States in respect 
to the foreign trade agreements entered into pursuant to section 350 of the 
Tariff Act of 19380, as amended, insofar as they relate to strategie and critical 
metals, minerals, and materials, are hereby transferred to, and shall be exer- 
cisable by the Authority, including but not limited to, the right to invoke the 
various escape clauses, reservations, and options therein contained, and to 
exercise on behalf of the United States any rights or privileges therein provided 
for the protection of the interests of the United States. 

Sec. 5. (a) The Authority is authorized and directed from time to time, and 
subject to the limitations herein provided, to prescribe and establish import duties 
upon strategic and critical metals, minerals, or other materials, which will pro- 
vide for fair and reasonable competition between domestic articles and like or 
similar foreign articles in the principal market or markets of the United States. 
A foreign article shall be considered as providing fair and reasonable competition 
to United States producers of a like or similar article if the Authority finds as a 
act that the landed duty paid price of the foreign article in the principal market 
or markets in the United States is a fair price, including a reasonable profit to 
the importers, and is not substantially below the price, including a reasonable 
profit for domestic producers, at which the like or similar domestic articles can 
be offered to consumers of the same class by the domestic industry in the prin- 
cipal market or markets in the United States. 

(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair price 
under subdivision (a) of this section, the Authority shall take into consideration, 
insofar as it finds it practicable— 

(1) the lowest, highest, average, and median landed duty paid price of 
the article from foreign countries offering substantial competition; 

(2) any change that may occur or may reasonably be expected in the 
exchange rates of foreign countries either by reason of devaluation or because 
of a serious imbalance of international payments; 

(3) the policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and uneconomic 
prices to secure additional dollar credits; 

(4) increases or decreases of domestic production and of imports on the 
basis of both unit volume of articles produced and articles imported, and the 
respective percentages of each; 

(5) the actual and potential future ratio of volume and value of imports 
to volume and value of production, respectively ; 
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(6) the probable extent and duration of changes in production costs and 
practices; and 

(7) the degree to which normal cost relationships may be affected by 
grants, subsidies (effected through multiple rates of export exchange, or 
otherwise), excises, export taxes, or other taxes, or otherwise in the country 
of origin; and any other factors either in the United States or in other 
countries which appear likely to affect production costs and competitive 
relationships. 

(c) Decreases or increases in import duties designed to provide for fair and 
reasonable competition between foreign and domestic articles may be made by 
the Authority either upon its own motion or upon application of any person or 
group showing adequate and proper interest in the import duties in question: 
Provided, however, That no change in any import duty shall be ordered by the 
Authority until after it shall have first conducted a full investigation ‘and pre- 
sented tentative proposals followed by a public hearing at which interested 
parties have an opportunity to be heard. 

(d) The Authority, in setting import duties so as to establish fair and reason- 
able competition as herein provided, may, in order to effectuate the purposes 
of this Act, prescribe specific duties or ad valorem rates of duty upon the foreign 
value or export value as defined in sections 402 (c) and 402 (d) of the Tariff 
Act. of 1930 or upon the United States value as defined in section 402 (e) of 
said Act. 

(e) In order to carry out the purposes of this Act, the Authority is authorized 
to transfer any article from the dutiable list to the free list, or from the free list 
to the dutiable list. 

(f) Any increase or decrease in import duties ordered by the Authority shall 
become effective ninety days after such order is announced: Provided, That any 
such order is first submitted to Congress by the Authority and is not disapproved, 
in whole or in part, by concurrent resolution of Congress within sixty days 
thereafter. 

(g) No order shall be announced by the Authority under this section which 
increases existing import duties on foreign articles if the Authority finds as a 
fact that the domestic industry operates, or the domestic article is produced, in 
a wasteful, inefficient, or extravagant manner. 

(h) The Authority, in the maner provided for in subdivisions (c) and (f) in 
this section, may impose quantitative limits on the importation of any foreign 
article, in such amounts, and for such periods, as it finds necessary in order to 
effectuate the purposes of this Act: Provided, however, That no such quantitative 
limit shall be imposed contrary to the provisions of any foreign trade agreement 
in effect pursuant to section 350 of the Tariff Act of 1930. 

(i) For the purpose of this section— 

(1) The term “domestic article” means an article wholly or in part the growth 
or product of the United States; and the term “foreign article” means an article 
wholly or in part the growth or product of a foreign country. 

(2) The term “United States” includes the several States and Territories and 
the District of Columbia. 

(3) The term “foreign country” means any empire, country, dominion, colony, 
or protectorate, or any subdivision or subdivisions thereof (other than the 
United States and its possessions). 

(4) The term “landed duty paid price” means the price of any foreign 
article after payment of the applicable customs or import duties and other neces- 
sary charges, as represented by the acquisition cost to an importing consumer, 
dealer, retailer, or manufacturer, or the offering price to a consumer, dealer, 
retailer, or manufacturer, if imported by an agent. 

(j) The Authority is authorized to make all needful rules and regulations for 
carrying out its functions under the provisions of this section. 

(k) The Secretary of the Treasury is authorized to make such rules and regu- 
lations as he may deem necessary for the entry and declaration of foreign articles 
with respect to which a change in basis of value has been made under the provi- 
sions of subdivision (d) of this section, and for the form of invoice required at 
time of entry. 


Senator Matonr. I ask you to read it when you get this setup. 

That is on critical and strategic materials, and oil is one of them. 
It would allow the Tariff Commission, reorganized, to consider the 
landed customs cost in fixing such a tariff. It would also allow them 
to impose quantitative limits on the importation of any foreign 
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article in such amounts and for such periods as it found necessary 
in order to effectuate the purposes of the act. 

That would mean not to impair any material classes as a strategic 
and critical material. Wouldn’t that answer your problem? 

Governor Gary. That sounds like it would help. 

Senator Martone. Thank you very much. 

Governor Gary. I am sorry, I will have to leave, if I am to catch 
my plane. : 

Senator Cartson. I want to state for the record that I appreciate 
very much the Governor of Oklahoma coming in. He is one of our 
neighbors and he has problems similar to those we have in Kansas, 
and I would like to have gotten into it. 

I appreciate it very much. Our people appreciate it very much in 
Kansas. 

Senator Barkuey. It is too bad that the Governor of Oklahoma, 
who has testified on important matters, cannot stay long enough te 
answer some questions I have for him. I have great respect for 
the Governor, but I regret under our arrangement we cannot get a 
chance to ask him questions about oil. 

I have a lot of questions that are purely informative, not con- 
troversial. 

Senator Kerr. If the Senator will submit those questions to me 
in writing, I will submit them to the Governor and he will answer 
every one of them. 

Senator Barxuey. I would rather have them answered face to face. 
I will accept that invitation, however. I would like to know what 
proportion of those closed-down wells have been brought about by the 
importation of oil, what has been brought about by the desire of the 
State to conserve their oil supplies, like in Oklahoma which has 
adopted, I think, a very intelligent and forward-looking policy of 
conservation. 

I would like to know what proportion of unemployment we speak 
of—and I have great interest in that question, because I am from an 
oil and coal State, and for a long time I have advocated an overall fuel 
policy by the Government of the United States to deal with oil, coal, 
gas, and all other fuels, and I think we will have to come to it finally. 

I would like to know from somebody how long we may rely on our 
country to furnish oil that we need and if we exhaust our own oil 
supplies and have to rely on Arabian and Venezuelan oil, what con- 
dition will we be in in either war or peace? The Governor can- 
not answer these questions—— 

Governor Gary. I believe I can take another minute or two and 
maybe help Senator Barkley in his statement there. 
You referred to the number of wells that have been closed down in 

Oklahoma. 

Actually, there have been very few wells closed down. The 115 
rigs I referred to in my testimony that have been stacked were drilling 
rigs that were taken out of operation because of the curtailment of the 


mesetabie oil in Oklahoma. It cut down the need for drilling new 
wells. 


_ Senator Barxiey. When did that need develop? When did you 
inaugurate this conservation policy ? 
59884—55—pt. 3—4 
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Governor Gary. We have had the conservation policy—— 

Senator Kerr. Since 1950. 

Governor Gary. I believe we were the first State in the Union to 
adopt a conservation policy. 

Senator Barkiey. Were some of these rigs capped ? 

Governor Gary. The rigs that were stacked were the rigs that we 
drill new wells with. There was a need for less number of wells, 
so they were stacked. 

Senator Barxiry. Twenty years ago I had an unfortunate expe- 
rience. I tried to get rich, but I didn’t get anything but dry holes. 
We didn’t have to cap them. 

Governor Gary. So far as oil reserves in Oklahoma are concerned, 
Oklahoma oil reserves have increased 100—— 

Senator Kerr. 140 to 150 million. 

Governor Gary. 150 million? 

Senator Kerr. 140 to 150 million barrels of crude oil and 150 mil- 
lion barrels of other liquids which come from that. 

Senator Barxiey. As far as we can see, there are reserves in 
Oklahoma. 

Senator Kerr. That increase in 1 year. 

Let me answer the Senator’s question in that regard. 

In the country we have I would say 40 billion barrels of known 
reserve of unproduced oil in presently discovered fields, but to show 
you the vast amount of reserve we have, Senator, in one area in the 
Rocky Mountains, 100 billion barrels of known reserves of crude oil, 
known as shale oil, exposed to the surface. 

Senator Barkiey. That is somewhat speculative, isn’t it, Senator? 

Senator Kerr. No. Those are figures of the Federal Government, 
and by their pilot plants they have demonstrated that that oil can 
be produced and put into our market at about the same price now 
being paid for domestic crude oil. 

In addition to that, as the Senator so well knows, we have hun- 
dreds of millions of tons of coal out of which practically everything 
that can be made from oil can be produced, if, as, and when we were 
up against the proposition where we needed it. 

Senator Martrn. Senator Kerr, I think that you can probably state 
it better than any of us, but it probably ought to be in the record, 
that we can produce oil, gas, gasoline, commercial aleohol, from coal 
at the present time, but we cannot do it at a price that competes with 
the oil in the ground. 

But, in case of necessity, we have that great reserve to fall back 
on, and in case of war, this great eastern reserve of oil we couldn’t use 
_ probably to any advantage in our defense because it would be outside 
of our own lines. 

But we have the reserves of oil here in America. 

In addition to that, we have the reserves from shale oil and also 
from oil that you can produce from coal. 

Senator Kerr. Correct. It is a well-known fact which I have not 
heard disputed by any responsible authority, first, if we got into a 
war with Russia, they could take over the reserves in the Middle 
East in a matter of 24 to 48 hours, which we have developed over there, 
which would make them inaccessible to us, and actually the Germans 
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demonstrated in the last year that they could practically prevent the 
importation of oil by tanker from South America or any other area 
off this continent, so that in looking at this problem from the stand- 
point of our economy and our necessities in case of war, we are com- 
pelled to come to the conclusion that in the final analysis we will have 
to depend on the oil produced in this continent. 

It is the position of those of us who favor the restriction on foreign 
imports that in doing that we are encouraging the development of 
the supply in this continent adequate to meet our requirements in 
case of peace or war, and the development has been such that, as Sena- 
tor Daniel has said, we have shut in in this country enough oil to 
»roduce one and one-half times per day as the total amount now 
Betis imported. 

So the importation of it is merely displacing domestic oil in time 
of peace when it couldn’t be available to us if we got into a war. 

Senator Barker. As a matter of fact, the more rapidly you pro- 
duce oil in this country—I am not unfriendly to the situation which 
has been described here—whatever the reserves are, the more rapidly 
you exhaust our oil supply and the more rapidly and the sooner you 
have to depend on foreign oil. 

Senator Kerr. That is not necessarily true at all. There is no 
doubt in my mind 

Senator Barxtry. There is no way to increase the supply of oil 
in the ground and it is measured by gallons and barrels and you can- 
not. increase it, but you can exhaust it. 

Senator Kerr. No. But our experience thus far is that we are 
finding new reserves faster than we are currently consuming our 
reserves. That is No. 1. 

No. 2, we have enough known reserves of oil to last: us for at least 
50 years that we can now see. We have enough reserves of coal to 
supply our fuel needs for a thousand years, and we have enough 
uranium in this country to produce our fuel requirements for an 
infinite period of time. 

The thinking in the oil industry is not that we will be unable to 
supply the demand for our country as long as it needs it, but our hope 
is that we will be able to use up an appreciable amount of reserves 
before other fuels, such as uranium, displace a great amount of our 
market that now is being supplied by oil. 

Senator Barxuey. I have to go to the floor. 

Senator Kerr. Senator Daniel, did you want to return to the stand ? 

Senator Martone. Mr. Chairman. 

Senator Kerr. Yes, Senator? 

Senator Martone. I think you are exactly right on the reserves of 
petroleum fuels in this country. We couldn’t run out except by 
design. 

I ask unanimous permission to include in the record following my 
cross-examination of the Governor my amendment to the 1930 Tariff 
Act. 

Senator Kerr. Without objection it is so ordered. 

(S. 404 follows :) 
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[S. 404, 84th Cong., Ist sess.] 
A BILL To amend the Tariff Act of 1930, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


DECLARATION OF POLICY 


SecTION 1. It is declared to be the policy of the Congress— 

(a) to facilitate and encourage the importation into the United States 
of foreign goods and products in quantities sufficient to supply the needs 
of the United States economy ; 

(b) to foster and provide for the export of the products of American 
industry and agriculture in quantities sufficient to pay for the needed 
imports. 

(c) to develop and promote a well-balanced, integrated, and diversified 
production within the United States so as to maintain a sound and pros- 
perous national economy and a high level of wages and employment in 
industry and agriculture; 

(d) to provide necessary flexibility of import duties thereby making 
possible appropriate adjustments in response to changing economic 
conditions ; 

(e) to assure the accomplishment of these objectives by returning to and 
maintaining hereafter in the United States the control over American 
import duties now subject to international agreements. 


RESTATEMENT OF EXISTING IMPORTS DUTIES 


Sec. 2. Title I, paragraphs 1 to 1559, inclusive, of the Tariff Act of 1930 are 
hereby amended by repealing the classifications and rates therein contained 
and substituting therefor the classifications and rates obtaining and in effect 
on June 12, 1955, by reason of proclamations of the President under section 
350 of the Tariff Act of 1930 or otherwise. 


FORMATION OF FOREIGN TRADE AUTHORITY 


Sec. 3. Title III, part IT, section 330, of the Tariff Act of 1930 is hereby 
amended to read as follows: 


“SEC. 330. ORGANIZATION OF THE FOREIGN TRADE AUTHORITY. 


“(a) MEmBERSHIP.—The United States Tariff Commission shall be reorganized 
and reconstituted as the Foreign Trade Authority (hereinafter referred to as 
the ‘Authority’) to be composed of six directors to be hereafter appointed by 
the President by and with the advice and consent of the Senate. The original 
directors of the Authority shall be the same persons now serving as Commis- 
sioners of the United States Tariff Commission, each such person to serve as a 
director of the Authority until the date when his term of office as a Com- 
missioner of the United States Tariff Commission would have expired. There- 
after the term of office of any successor to any such director shall expire six 
years from the date of the expiration of the term for which his predecessor was 
appointed except that a director appointed to fill a vacancy occurring for any 
reason other than the expiration of a term as herein provided shall be appointed 
only for the remainder of the term which his predecessor would otherwise have 
served. Directors shall be eligible for appointment to succeed themselves if 
otherwise qualified therefor. No person shall be eligible for appointment as 
a director unless he is a citizen of the United States, and, in the judgment of 
the President, is possessed of qualifications requisite for developing expert 
knowledge of tariff problems and efficiency in administering the provisions 
of this Act. Not more than three of the directors shall be members of the 
same political party, and in making appointments members of different political 
parties shall be appointed alternately as nearly as may be practicable. 

“(b) CHAIRMAN, VIcE CHAIRMAN, AND SaLary.—The President shall annually 
designate one of the directors as Chairman and one as Vice Chairman of the 
Authority. The Vice Chairman shall act as Chairman in case of absence or 
disability of the Chairman. A majority of the directors in office shall constitute 
a quorum, but the Authority may function notwithstanding vacancies. Each 
director shall receive a salary of $15,000 a year. No director shall actively 
engage in any business, vocation, or employment other than that of serving as 
a director.” 
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APPOINTMENT OF SECRETARY 


Seo. 4. Title ILI, part II, section 331 (a), of the Tariff Act of 1930 is hereby 
amended to read as follows: 

“(a) PERSONNEL.—The Authority shall appoint a secretary who shall receive 
compensation in accordance with the Classification Act of 1949, and the Authority 
is hereby empowered to employ and, in accordance with the Classification Act of 
1949, fix the compensation of such special experts, examiners, clerks, and other 
employees of the Authority as it may find necessary for the proper performance 
of its duties.” 

ADMINISTRATION OF TRADE AGREEMENTS 


Sec. 5. Title III, part Il, of the Tariff Act of 1930 is amended by adding at 
the end of section 331 the following new section : 


“SEC. 331A. ADMINISTRATION OF TRADE AGREEMENTS. 


“(a) All powers vested in, delegated to, or otherwise properly exercisable by 
the President or any other officer or agency of the United States in respect to 
the foreign trade agreements entered into pursuant to section 350 of the Tariff 
Act of 1930 are hereby transferred to, and shall be exercisable by the Authority, 
including, but not limited to, the right to invoke the various escape clauses, reser- 
vations, and options therein contained, and to exercise on behalf of the United 
States any rights or privileges therein provided for the protection of the interests 
of the United States. 

“(b) The Authority is hereby authorized and directed— 

“(1) to terminate as of the next earliest date therein provided, and in 
accordance with the terms thereof, all the foreign trade agreements entered 
into by the United States pursuant to section 350 of the Tariff Act of 1930; 

“(2) to prescribe, upon termination of any foreign trade agreement, that 
the import duties established therein shall remain the same as existed prior 
to such termination, and such import duties shall not thereafter be increased 
or reduced except in accordance with the Tariff Act of 1930, as amended by 
this Act.” 

PERIODIC ADJUSTMENT OF IMPORT DUTIES 


Seo. 6. Title III, part Il, section 336, of the Tariff Act of 1930 is hereby 
amended to read as follows: 


“SEC. 336. PERIODIC ADJUSTMENT OF IMPORT DUTIES. 


“(a) The Authority is authorized and directed from time to time, and subject 
to the limitations hereinafter provided, to prescribe and establish import duties 
which will, within equitable limits, provide for fair and reasonable competition 
between domestic articles and like or similar foreign articles in the principal 
market or markets of the United States. A foreign article shall be considered 
as providing fair and reasonable competition to United States producers of a like 
or similar article if the Authority finds as a fact that the landed duty paid price 
of the foreign article in the principal market or markets in the United States is a 
fair price, including a reasonable profit to the importers, and is not substantially 
below the price, including a reasonable profit for the domestic producers, at which 
the like or similar domestic articles can be offered to consumers of the same class 
by the domestic industry in the principal market or markets in the United States. 

“(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair price 
under subdivision (a) of this section, the Authority shall take into consideration, 
insofar as it finds it practicable— 

“(1) The lowest, highest, average, and median landed duty paid price 
of the article from foreign countries offering substantial competition ; 

“(2) Any change that may occur or may reasonably be expected in the 
exchange rates of foreign countries either by reason of devaluation or 
because of a serious unbalance of international payments; 

“(3) The policy of foreign countries designed substantially to increase 
exports to the United States by selling at unreasonably low and uneco- 
nomic prices to secure additional dollar credits; 

“(4) Increases or decreases of domestic production and of imports on 
the basis of both unit volume of articles produced and articles imported, 
and the respective percentages of each ; 

“(5) The actual and potential future ratio of volume and value of 
imports to volume and value of production, respectively; 
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“(6) The probable extent and duration of changes in production costs 
and practices ; 

“(7) The degree to which normal cost relationships may be affected by 
grants, subsidies (effected through multiple rates of export exchange, or 
otherwise), excises, export taxes, or other taxes, or otherwise, in the country 
of origin; and any other factors either in the United States or in other 
countries which appear likely to affect production costs and competitive 
relationships. 

“(e) Decreases or increases in import duties designed to provide for fair 
and reasonable competition between foreign and domestic articles may be made 
by the Authority either upon its own motion or upon application of any person 
or group showing adequate and proper interest in the import duties in ques- 
tion: Provided, however, That no change in any import duty shall be ordered 
by the Authority until after it shall have first conducted a full investigation 
and presented tentative proposals followed by a public hearing at which inter- 
ested parties have an opportunity to be heard. 

“(d) The Authority, in setting import duties so as to establish fair and rea- 
sonable competition as herein provided, may, in order to effectuate the purposes 
of this Act, prescribe specific duties or ad valorem rates of duty upon the 
foreign value or export value as defined in sections 402 (c) and 402 (d) of 
the Tariff Act of 1930 or upon the United States value as defined in section 
402 (e) of said Act. 

“(e) In order to carry out the purposes of this Act, the Authority is author- 
ized to transfer any article from the dutiable list to the free list, or from the 
free list to the dutiable list. 

“(f) Any increase or decrease in import duties ordered by the Authority 
shall become effective ninety days after such order is announced: Provided, 
That any such order is first submitted to Congress by the Authority and is not 
disapproved, in whole or in part, by concurrent resolution of Congress within 
sixty days thereafter. 

“(g) No order shall be announced by the Authority under this section which 
increases existing import duties on foreign articles if the Authority finds as a 
fact that the domestic industry operates, or the domestic article is produced. 
in a wasteful, inefficient, or extravagant manner. 

“(h) The Authority, in the manner provided for in subdivisions (c) and (f) 
in this section, may impose quantitative limits on the importation of any foreign 
article, in such amounts, and for such periods, as it finds necessary in order to 
effectuate the purposes of this Act: Provided, however, That no such quantita- 
tive limit shall be imposed contrary to the provisions of any foreign trade agree- 
ment in effect pursuant to section 350 of the Tariff Act of 1930. 

(i) For the purpose of this section— 

“(1) the term ‘domestic article’ means an article wholly or in part the 
growth or product of the United States; and the term ‘foreign article’ means 
an article wholly or in part the growth or product of a foreign country; 

“(2) the term ‘United States’ includes the several States and Territories 
and the District of Columbia ; 

“(3) the term ‘foreign country’ means any empire, country, dominion, 
eolony, or protectorate, or any subdivision or subdivisions thereof (other 
than the United States and its possessions) ; 

“(4) the term ‘landed duty paid price’ means the price of any foreign 
article after payment of the applicable customs or import duties and other 
necessary charges, as represented by the acquisition cost to an importing 
consumer, dealer, retailer, or manufacturer, or the offering price to a con- 
sumer, dealer, retailer, or manufacturer, if imported by an agent. 

“(j) The Authority is authorized to make all needful rules and regulations 
for carrying out its functions under the provisions of this section. 

“(k) The Secretary of the Treasury is authorized to make such rules and 
regulations as he may deem necessary for the entry and declaration of foreign 
articles with respect to which a change in basis of value has been made under 
the provisions of subdivision (d) of this section, and for the form of invoice 
required at time of entry.” 


AMENDMENT OF SECTION 337 


Sec. 7. Title III, part II, section 337, of the Tariff Act of 1930 is hereby 
amended as follows: 

(a) Subdivision (a) thereof by striking out the word “President” and sub- 
stituting therefor the word “Authority”. 
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(b) Subdivision (b) thereof is hereby repealed. 

(ec) Subdivision (d) thereof is hereby repealed. 

(d) Subdivision (e) thereof is hereby amended to read as follows: 

“(e@) EXCLUSION OF ARTICLES From ENtTRy.—Whenever the existence of any 
such unfair method or act shall be established to the satisfaction of the Authority, 
it shall direct that the articles concerned in such unfair methods or acts, im- 
ported by any person violating the provisions of this Act, shall be excluded from 
entry into the United States, and upon information of such action by the Author- 
ity, the Secretary of the Treasury shall, through the proper officers, refuse such 

ntry.” 
; ies Subdivision (f) thereof is hereby amended to read as follows: 

“(f) Entry Unper Bonp.—Whenever the Authority has reason to believe that 
any article is offered or sought to be offered for entry into the United States in 
violation of this section, but has not information sufficient to satisfy it thereof, 
the Secretary of the Treasury shall, upon its request in writing, forbid entry 
thereof until such investigation as the Authority may deem necessary shall be 
completed ; except that such articles shall be entitled to entry under bond pre- 
scribed by the Secretary of the Treasury.” 

(f) Subdivision (g) thereof is hereby amended to read as follows: 

“(g) CONTINUANCE OF ExcLusion.—Any refusal of entry under this section 
shall continue in effect until the Authority shall find and advise the Secretary 
of the Treasury that the conditions which led to such refusal of entry no longer 
exist.” 

CONTINUANCE OF PERSONNEL, FUNDS, ACTION, AND SO FORTH 


Sec. 8. Section 339 of the Tariff Act of 1930 is hereby amended to read as 
follows: 


“SEC. 339. EFFECT OF ENACTMENT. 


“(a) All personnel, property, records, balance of appropriations, allocations, 
and other funds available (or to be made available) to the United States Tariff 
Commission shall be transferred to the Authority for use in connection with the 
exercise of its functions; and such transfer shall not operate to change the status 
of the officers and employees transferred from the Commission to the Authority. 
No investigation or other proceeding pending before the Commission at such time 
shall abate by reason of such transfer but shall continue under the provisions 
of this Act. 

“(b) Wherever in the Tariff Act of 1930, or in any other law, the terms 
‘United States Tariff Commission’ or ‘Commission’ occur, such terms shall be con- 
strued to mean the ‘Foreign Trade Authority’ and the ‘Authority,’ respectively.” 


STATISTICAL ENUMERATION 


Sec. 9. Title IV, part III, section 484 (e), of the Tariff Act of 1930 is hereby 
amended to read as follows: 

“(e) STaTIsTICAL ENUMERATION.—The Chairman of the Foreign Trade Author- 
ity is authorized and directed to establish from time to time, after consultation 
with the Secretary of the Treasury and the Secretary of Commerce, a statistical 
enumeration of imported articles in such detail as he may consider necessary 
and desirable to effectuate the purposes of this act. As a part of each entry 
there shall be attached thereto or included therein an accurate statement giving 
details required for such statistical enumeration. The Secretary of Commerce 
is hereby authorized and directed to make such reasonable and proper digests 
from, and compilations of, such statistical data as the Chairman requests. In 
the event of a disagreement between the Chairman and the Secretary of Com- 
merce as to the reasonable and proper nature of any request the matter shall 
be referred to the President whose decision shall be final.” 


REVISED TEXT OF TARIFF ACT 


Sec. 10. The Authority, as soon as practicable, shall prepare and cause to be 
printed as a public document available for public distribution a complete revised 
text of the Tariff Act of 1930, as amended: Provided, however, That nothing 
herein shall be construed as superseding the provisions of section 101, title I, 
of the Customs Simplification Act of 1954. 
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EFFECTIVE DATE 
Sec. 11. This Act shall take effect as of June 12, 1955. 


Senator Kerr. There is here the statement by Joseph H. Courtney 
of the American Glassware Association that he asked to be inserted 
in the record of the hearings in view of the fact that he was taken 


seriously ill and is unable to attend the hearings, so the statement will 
be included in the record. 


(The statement of Mr. Courtney follows:) 


TESTIMONY By JOsEePH H. CourRTNEY, TREASURER OF THE MorGANTOWN GLASSWARE 
GuILD, INc., MorGANTOWN, W. Va., AND REPRESENTING MEMBERS OF THE AMERI- 


CAN GLASSWARE ASSOCIATION MANuFAcTURING HAND MADE TABLE SERVICE, 
TUMBLERS, AND ORNAMENTAL GLASSWARE 


I am Joseph H. Courtney and appear before your committee for the Morgan- 
town Glassware Guild, Inc., of Morgantown, W. Va., of which I am treasurer, 
and also in behalf of the members of the American Glassware Association, who 
manufacture hand-blown and pressed table service and art glassware and 
tumblers. The association membership includes about 75 percent of the United 
States producers of this ware and I believe the remaining 25 percent are in 
accord with my position. 

I appeared before the Ways and Means Committee at its hearings on H. R. 1, 
and I have been informed that a digest of that testimony has been made available 
to you. In that statement, I declared that the hand table service and art 
glassware industry did less than 2 percent of the dollar volume done by the 
entire United States glassware industry which includes containers, flat glass, 
optical glass, building glass, and several other segments of the pressed and 
blown glassware industry. This small segment of the glassware industry in 
1953 felt the impact of 17 percent of the total dollar imports of all glass and 
only was able to sell less than 1 percent of the entire United States glassware 
industry’s dollar total exports. It can readily be seen that it is this small part 
of the glassware industry that has had to contend with the steadily increasing 
import dollar volume. 

My own company, the Morgantown Glassware Guild, Inc., produces only 
hand-blown glassware for the serving of food and beverages, and ornamental 
glassware. This latter section of the industry, making hand-blown glassware, 
produces less than 1 percent of the entire glassware dollar volume consumed in 
this country, yet it has to compete with approximately 15 percent of the entire 
glassware industry’s imports and it exports an infinitesimally small quantity, 
practically nothing. That is why we have continually declared that the trade 
agreements program of the last 20 years has not helped us and we have constantly 
appeared in opposition to it. 

It was the hand-blown table service and art glassware industry which 2 
years ago asked for relief under the escape clause of the Act. Since then, over 
half of the hand-blown table service and stemware consumed in this country 
has become foreign made. ‘This situation has caused great distress in the 
hand-blown and pressed industry as many of the manufacturers in this country 
who produce hand-blown ware also produce hand-pressed ware. The latter 
factories are geared to a much larger production than they are now able to sell 
and as a result many of these factories as well as those producing only hand- 
blown glassware are in serious financial trouble. The combined hand-blown 
and pressed industry is finding it difficult to continue operations. 

Since the President’s decision made last summer not to aid this industry, two 
factories have closed and presently others are struggling to keep going by work- 
ing anywhere from 2 to 4 days a week. The President in his letter refusing aid 
stated the decline in the hand-blown industry was not due to imports but rather 
to the increase in sale of automatic machine glass tableware. Prior to his mak- 
ing this decision he had been furnished with all of the data that appears in the 
exhibits that were presented at the Ways and Means hearing. How he could 
arrive at this decision we cannot understand but we surmise that so much criti- 
cism had been leveled at him due to the increased tariffs in the watch case that 
he just was advised he couldn't make another favorable decision with regard to 
raising tariffs to assist the handmade glassware industry. 

This all strengthens our belief that the question of tariffs should not be left 
finally to the President but should be placed in the Congress which would dele- 
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gate investigative action to experts on each commodity. These experts are now 
available in the Tariff Commission staff and in the Department of Commerce. 
Modern business is so complicated that a Chief Executive of this country cannot 
be expected to appraise information that is sent to him sufficiently, to enable him 
to make final decisions unaided. That is why we favor making it mandatory 
that the President accept the Tariff Commission’s findings. We believe that it 
is possible for the Tarifi Commission to get full information from the State 
Department regarding the international political situation and from the Defense 
Department regarding the necessity of certain articles in the national defense. 
Both of these factors could be considered by the Tariff Commission as to how 
they will affect the domestic economy, just as well as by the President, who has 
not the time nor the intimate knowledge te make the searching investigation that 
is required to determine fairly on them. 

The question may arise in some of your minds as to why producers of hand- 
made glassware do not change and adapt their plants to manufacture automatic- 
machine-made glassware. Gentlemen, that has been tried by three companies 
and in every instance they have had to abandon it. First, because they have 
not the capital to do it. An investment of well over a million dollars is needed 
to provide the machinery and plant changes; and, secondly, a complete change 
of distribution channels and sales force has to be made. Our men sell glassware 
in dozens where the machine glassware salesmen sell it by the gross—we never 
ship a carload whereas machine plants customarily ship by the carload. 

Handmade glass finds its market almost exclusively as giftware whereas 
machine-made glassware is sold almost entirely on a ultilitarian basis. Two en- 
tirely different types of management, salesmen, and outlets and retailers are 
required. Both have their place in the United States economy. Both can coexist 
profitably but only if handmade manufacturers are not run out of business by 
our Government favoring handmade glassware manufacturers in foreign coun- 
tries. Frankly, we can see no reason why our Government officials should prefer 
to look out for foreign workmen rather than United States workers. Sixty-five 
percent of the total selling price of handmade glass at wholesale level is paid 
to highly skilled and trained workmen as wages. This difference between Ameri- 
can and foreign wages (which is anywhere from one-eighth to one-third of 
the American wage rate) is what maintains the United States high standard of 
living To maintain it, Congress must impose some sort of barrier to keep out 
products made from the low-wage-seale foreign labor. Unless this is done, 
wages in this country will sag and eventually great discontent will be rampant 
among our workers. 

More and more industries join our ranks as time goes on. At the hearings on 
H. R. 1 before the House Ways and Means Committee, the giants of American 
industry, including many of the great chemical and electrical companies appeared. 
and for the first time to my knowledge, made basically the same plea that we 
smaller companies have been making for many years. That was, that despite 
their great size, resources, and scientific and technical skills, they simply cannot 
compete in the American market with the extremely low wages paid by their 
foreign competitors. 

They now seek, as we always have, some sort of equalization with the low 
wages paid abroad. As these industries are injured they strive for relief as was 
evidenced by the tremendous pressures that were brought by them on their 
Congressmen when H. R. 1 was before the House of Representatives for action. 
In the test votes H. R. 1 passed only because of party political pressure applied 
when it was so urgently needed. I do not believe that that is the way tariff and 
trade policies should be enacted. It is far better to have the whole subject 
taken out of polities and placed in the hands of experts who have the time and 
knowledge to develop fair and adequate regulations subject to approval and 
the supervision of Congress. 

In the glassware industry which I represent, I do not believe that the lowering 
of present tariffs will, to any marked degree, increase the sale in quantity of 
hand blown table, stem, and art glassware. Foreign manufacturers are now 
having no difficulty in underselling domestic glassware under the present tariff 
levels. Yet in H. R. 1, the President is given the power to reduce these tariffs 5 
percent each year for the next 3 years and also the power of reducing by half 
the 1945 tariffs on any articles not now being imported or being imported in 
negligible quantities. We believe that the Senate should in some way safeguard 
this power by definitely making these reductions subject to approval of the Tariff 
Commission which should be given authority over tariff rates and trade regula- 
tions subject to the Congress. 
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The escape clause and peril points as they are now administered under the 
present law, are convincing safeguards to talk about by those who wish to rush 
legislation through the Congress and impress the public, but actually they mean 
but little, because every recommendation is subject to the President’s opinion, and 
his decisions are final. The hand-made glassware industry knows from sad 
experience that the statement “that no American industry will be injured” is 
mere words used to get votes in the House when such votes became extremely 
necessary. This industry has been injured and continues to be injured and no 
relief was extended to it by increasing duties or declaring quotas last July. 

I definitely feel that the bill H. R. 1 should not be acted upon by the Senate 
until the Congress and the public are informed on the outcome of the present 
negotiations with Japan, now taking place in Geneva, and are also informed 
of the results of the conference of signers of GATT which will quickly follow 
the Jap negotiations. There is no great need to rush action on H. R. 1 for there 
is no actual deadline to meet. 

As a long-range program every effort should be made to develop and stabilize 
our tariff rates not only to relieve the foreign exporter from the uncertainty of 
our tariff policy but also to give as much certainty as possible to the American 
manufacturer. This thought was expressed as essential by Mr. Gwilym Price, 
president of Westinghouse Electric Corp., in his testimony before the Ways and 
Means Committee and I entirely agree with him. 

We also oppose using our tariffs and trade regulations as trading elements 
to accomplish diplomatic and political ends in dealing with foreign countries. 
H. R. 1, in its present form, continues this practice. 

We believe that tariff rates, and quotas if necessary, should be established 
which will equalize the difference between wages paid by foreign countries and 
those paid by our own industries. 

An amendment to H. R. 1 filed in the House by Representative Thomas B. Curtis 
of Missouri which provides that no reductions be made in present tariff rates 
unless foreign producers pay at least United States minimum wage requirements 
on these wares when they are sold in the American market, seems to me to be 
a step in the right direction. The real concern in this country in regard to 
lowering tariff is based primarily on the great difference of wages paid to 
workmen abroad and here. I know the principle stated in the amendment has 
the support of our manufacturers, other industries, 2nd labor unions. This 
amendment would bring about an increase in the foreign worker’s standard of 
living, expand their buying power to purchase our exports, and at the same time 
would safeguard to a large extent the living standards of American employees. 

We further recommend that the Senate amend the bill to provide for a seven- 
man Tariff Commission and thereby eliminate split decisions, of which there were 
several last year. The Tariff Commission should be made nonpartisan as tariffs 
and trade policies, in reality, have ceased to be a part of national partisan politics. 
Further, that the action of the Tariff Commission in all escape-clause cases 
and on peril-point considerations be made final, subject to the will of Congress. 

Also, we urge that no product amendments be allowed which will permit a large 
industry, because of size, to be excluded from the jurisdiction of the act and 
that no industry be allowed a quota unless similar treatment is provided to all 
industries. Fair play for all is the American way and just because an industry 
is small is no reason why it should be neglected or discriminated against. 

We further suggest that the entire Tariff Act of 1930 be revised. It has not 
been kept up with technological changes in industry and, therefore, is inadequate. 
It should be rewritten. I realize that this would take considerable time but 
legislation should be started to bring this 25-year-old document up to date. 

Let me make it clear that the American handmade table service and art glass- 
ware industry opposes imports of glassware only when such imports are sold 
in this country because of the low wages paid foreign workers. Be believe that 
the first duty of the Senate and the House is to look out for their own people. 
It is well for them to give aid to foreign countries as generously as they can, 
but they should recognize the desirability and necessity of maintaining our 
higher United States standard of living and activity. The present provisions 
of H. R. 1 do not accomplish equality for United States workers and manu- 
facturers. 

Thank you for your permission to state my opinion to the committee. 


Senator Kerr. I submit for the record a letter to the chairman from 
W. A. Delaney, Jr., of Ada, Okla., of March 3, 1955. 
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(The letter referred to follows :) 


ApA, OKLA., March 3, 1955. 
Senator Harry F. Byrp, 
Senator Office Building, Washington, D. C. 


DeaR SENATOR Byrp: It is my understanding that on March 15 a hearing will 
be held on H. R. 1 before the Senate Finance Committee, and that one of the 
things which will be considered in that hearing is a limitation of'some sort 
on oil imports. 

I am taking the liberty of writing you this letter to call your attention to the 
impact of imported oil on the economy of this State. 

First of all, let me say that the entire economy of Oklahoma is geared to oil 
production. I venture the assertion that at least 70 cents out of every dollar 
collected by Oklahoma Tax Commission is derived from the gasoline tax, the 
gross production tax, sales tax on petroleum derivatives, and income taxes paid 
by the various persons, firms, and corporations deriving income from the produc- 
tion, transportation, processing, and marketing of petroleum products in this 
State, including taxes on capital gains and income arising from the sale of leases, 
mineral interests, and annual delay rentals and royalties on production. 

To take one of these taxes for example; namely, the gross production tax. Dur- 
ing the months of July through December 1953, the gross production tax pro- 
duced an income to the State of Oklahoma of $14,063,519.78. In a comparative 
period of 1954, the State collected in gross production taxes $11,883,467.91, or a 
decline in revenue to the State from this source alone of $2,180,051.87. When 
you consider that gross production taxes in Oklahoma amounts to 5 percent of 
the gross value of oil produced and marketed, it is a matter of simple calcula- 
tion to ascertain that the domestic petroleum industry within the State of 
Oklahoma was deprived of gross income of $43,601,037.40 in the last 6 months 
of 1954 as compared with the same period of time in 1953. Assuming that this 

vast sum of money changed hands only 1 time in a 6-month period within the 
State of Oklahoma, a loss of sales tax in the sum of $872,020.74 resulted in 
1954 in comparison with the previous period of 1953. Oklahoma’s tax loss on 
the 2 items mentioned would thus amount to $3,050,072.61. This, of course, 
does net consider the loss in income taxes; neither does it consider the very 
considerable unemployment which resulted directly from a restriction in produc- 
tion in the last 6 months of 1954 as compared with the previous period in 1953. 

Beginning with the 1st of October 1954, up to the Ist day of February 1955, 
the importation of crude produced outside continental United States was mate- 
rially accelerated. While I do not have the actual figures at hand, I know that 
I am safe in saying that at least 300,000 barrels per day more foreign oil found 
its way into the markets of the United States in the month of January 1955 
than in the month of September 1954. 

During the year 1954, the above-ground storage of crude was reduced approxi: 
mately 15 million barrels, and in accomplishing that reduction in above-ground 
storage, the State of Texas was the major contributor. Oil produced in Texas 
and stored above ground was reduced in the order of 9 million barrels. Oklahoma 
was second. The reduction in above-ground storage of Oklahoma produced crude 
was substantially 5 million barrels. The balance of the Nation was responsible 
for a reduction of approximately 1 million barrels. 

No sooner had the above-ground storage been reduced than imports of foreign 
oil were materially increased and will, within a short time, refill above-ground 
storage to the point that wells in the midcontinent region will be further re- 
stricted in production to the material disadvantage of oil producers in this 
region, with consequential loss of revenue to the State. 

The gross production tax in Oklahoma goes to the support of our schools, our 
county highway system and the general fund of the State. At this time, we must 
consider a constitutional amendment authorizing an increase in taxes to build 
schools and provide facilities to comply with the integration of our school system 
in conformity with the decision of the Supreme Court of the United States. The 
bottom of the barrel has been reached unless a higher constitutional limit is 
voted to provide the funds with which to accomplish this end. 

We had 13,000 more children to enroll in September 1954 than were enrolled 
in our public schools in 1953, and statisticians estimate that this increase in num- 
bers will continue at about the same level until 1960 when the growth in school 
enrollments may begin a leveling off. Since our schools do depend heavily on 
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the various sources of revenue produced by oil for operating income, further 
restriction on oil production in this State will mean that the standards of our 
schools will be lowered and their terms shortened. 

When I tell you that the Corporation Commission of Oklahoma saw fit to re- 
strict the production of wells in this State to a level of 15 barrels per day for 
a vast majority of the producing wells in Oklahoma, you can readily under- 
stand how ridiculous it is for independent oil producers to try to compete with 
those American companies who import Middle Eastern and other foreign crude 
oil from the other prolific fields of South America and Canada. 

In all Iraq there are only 75 producing oil wells with an average daily produc- 
tion of 625,000 barrels per day. These wells are comparatively shallow and com- 
paratively inexpensive to drill and operate. When you consider that 75 Middle 
Rastern wells are producing 75,000 barrels per day more than the sixty-five to 
seventy thousand wells in Oklahoma, you can begin to realize our handicap. 

I sincerely hope Governor Gary of this State will have an opportunity and the 
time to appear before your committee. He is well informed, sincere, and is try- 
ing, in my opinion, to do a job in Oklahoma that will follow the pattern you 
so ably set in Virginia many years ago. 

I want to compliment you on your forthright stand on tax reduction. No one 
is more tax conscious than I am, but it appears to me as the height of folly to 


reduce taxes of any kind as long as the Government persists in spending more each 
year than it collects. 


With cordial personal regards, I am 
Sincerely, 
W. A. DEeLAney, Jr. 

Senator Martry. That we might have it in the record, I wonder if 
we might state before Senator Daniel returns you are s ing about 
getting new reserves. There is also in addition to that improved 
methods of production. 

Take for example in Pennsylvania, we have wells that have been 
producing for 60 years, and the experts tell us they is still as much 
oil in the ground in those wells as has already been taken out of 
them, and it is hoped and demonstrated that it can be done by sec- 
ondary recovery methods, and that a great deal more oil will be pro- 
duced from those old wells. 

That makes an additional reserve that we haven’t put in our cal- 
culation. 

Senator Kerr. ‘Phat is correct. 

Senator Martin. The same will occur in the fields in the East and 
Oklahoma and Texas and California and the fact of the matter is 
that you are doing a lot of those things already in Oklahoma and 
Texas which makes us a reserve that we have not calculated other 
than what we usually refer to as oil reserves. 

Senator Kerr. In the old days a field was found, produced, and 
abandoned when the energy in the ground ceased to produce the oil 
for the operator. 

Experts now estimate that not more than 25 to 40 percent of the 
oil that was in that reservoir was recovered by that method and they 
are now going back into those areas and putting them on secondary 
recovery procedures and programs and as you say the reserves that 
are stimulated do not take into account billions of barrels which will 
be eventually produced from these old reservoirs by new methods of 
production. 

Senator Marrrn. That plus what we will get from shale oil and 
from what we can produce from coal we will be in an almost perfect 
strategic standpoint as far as defense is concerned, because the over- 
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all defense you should have the critical materials within your own 
lines. 

Take the example of probably the hardest fought war of all history, 
the one between the States and the thing that the, tie great thing 
in favor of the Northern States was that they had such a fine steel 
industry within their own lines. 

And that is what we must have. We must have oil because oil in 
modern war—and there probably will be that need for a good many 
years to come, the great critical war item is oil. 
~ And we have to have that within our own lines. 

Senator Martone. Mr. Chairman, may I say just one more thing. 
This committee has recognized already that the depletion allowance 
has kept the oil ndustry going and continually discovering more oil, 
because the 2714-percent depletion has furnished money that they 
could gamble on dry holes. 

This committee further recognized last year the same thing on 
strategie and critical minerals. Fifteen to twenty-three percent de- 
pletion is allowed and it is helping materially. 

Senator Kerr. Senator Daniel. 


STATEMENT OF HON. PRICE DANIEL, A UNITED STATES SENATOR 
FROM THE STATE OF TEXAS—Resumed 


Senator Dantet. Mr. Chairman, Senator Barkley a moment ago 
touched on a phase of the argument that while we can get this Middle 
Eastern oil we ought to go on and use it and save our own oil by hold- 
ing it in the ground. Some people make that argument and it might 


be a sound argument if the domestic industry in this country could 
afford to shut down and tell all the people employed to go home and 
stay a few years until we get into a war which we hope will never 
occur. Or, it might be a sound argument if it were true that we had 
discovered all the oil that exists in this country. But we have not. 

We have not discovered all the oil in this country yet. We don’t 
know where it is. We can’t afford to shut down the industry while 
we use foreign oil. We need to have a sound and progressive industry 
with a market for the oil in order to cause independents to keep on 
looking for oil and searching out and finding these new reserves so 
they will continue to do in the future what they have been doing in 
the past—that is discovering more reserves than we exhaust. e 
must have the available oil iaeotwal and ready to produce at in- 
creased rates if war or other emergencies should come. 

Senator Martone. Isn’t there one other angle too, Mr. Chairman, 
that we are all forgetting in the national defense, and that is the 
economy of the country and the economy of a State. It has to be 
kept up. It may change over the years through domestic competition 
but for a hundred years we kept it from changing materially from 
foreign competition and we are talking now about $2 a day wages 
against $15 and $20 a day Sapalias-eunih bien: Of course you can get 
it shoapee, These people are talking about a cheaper product, they 
are talking about using cheaper wages, 90 percent of the time. 

They will deny they are against high wages but they really are. 
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Senator Kerr. When we eliminate these domestic industries we 
eliminate the means whereby we can import those things. 

Senator Maxone. I think if you eliminate the high wages the econ- 
omy will collapse. 

Senator Smaruers. Is there an unemployment problem in Texas 
in the oil industry ? 

Senator Danrex. In some sections of the State we have had drilling 
rigs stacked and we have unemployment; yes. Generally, in the oil 
industry in our State I do not think it is as bad as it is in Oklahoma. 
But the important thing is that there has been enough injury to where 
I can see signs of what is going to happen the rest of this year and 
in the future if oil imports continue to increase. 

I am not concerned nearly so much about how we have already 
been injured in our State as I am about how much we are going to 
be injured in the future by these oil imports if they continue to in- 
crease as they have in the last 2 years. 

Senator Smatuers. In Texas you have more wells and more profits 
and more people employed and more production than you have ever 
had before, haven’t you? 

Senator Dantex. Senator, I do not have the figures to that effect. 
Not as far as the oil industry is concerned. On a percentage basis 
we have less production than we have had before, on a percentage of 
the market demand for crude. We have been restricting our percent- 
age of producing capacity more each year. 

A moment ago you asked the Governor of Oklahoma as to whether 
or not Oklahoma was producing more oil than it was a few years ago. 
Actually on a percentage basis it is not. Total barrels because of in- 
crease in market demand might have increased over a period of years 
but as far as percentage of production in relation to the market 
demand for the Nation, we have not increased. We have been going 
down in recent years and we should have been increasing, based on 
new discoveries and increased producing capacity. 

Senator Carison. I would like to make a statement on that point, 
that based on charts submitted by Mr. Holman, of the Standard of 
New Jersey, when he appeared before this committee it showed that 
production in Kansas for an 8-year period 1947-54 had run consist- 
ently at the hundred million barrels per year. 

It seemed reasonable to assume that in that State where we are 
simply similarly situated to Oklahoma and Kansas not as great oil 
States but we are a substantial oil producer, our proven reserves in- 
crease every year and yet based on the increase in population during 
that 8-year period of probably 20 million people we did not increase 
our oil production at all. We continued on the same basis and we were 
entitled had it not been for imports and other reasons to have increased 
the oil industry in Kansas. We have the proven reserves. 

Senator Kerr. I think that is very important for this picture. 

Senator Danter. To show how the oil industry has increased its oil 
reserves through the years, I now offer a chart which comes from the 
American Petroleum Institute. One of our independent producers in 
Texas just handed this to me. TI offer this for the record. 

Senator Martin. Without objection it is so ordered. 

(The document is as follows :) 
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Proved United States reserves of liquid petroleum 


Billion barrels Billion barrels 
Dee. 24.0 | Dec. 31, 1950 
Dec. 24. 7 | Dec. 31, 1951 
Dee. ¢ 26. 8 | Dec. 31, 1952 
Dec. 28. 4| Dec. 31, 1953 
1 Latest available figure. 


Nore.—Despite increasing demands, the domestic industry has been able to add to its 
proved reserves every year. The only way this can be done is to drill more wells each year. 
The money and the incentive to drill the necessary wells and add to our reserves must 
come from the sale of oil in the domestic market. Excessive imports reduce the market 
and reduce the producers’ income which means less drilling and less reserves. 


Source: Committee on Reserves of the American Petroleum Institute. 

Senator Carison. This is for several States. 

Senator Dantex. This shows United States reserves of liquid petro- 
Jeum and demonstrates how they have increased from 24 billion barrels 
on December 31, 1946, to 34.4 billion barrels on December 31, 1953. 

Senator Martone. One of the greatest hoaxes that was ever perpe- 
trated on the American people was begun under Harold Ickes, Secre- 
tary of the Interior, of saying we were running out of oil and by 
trying to do away with the depletion allowance. If he had had his 
way we could have run out of oil. 

You can’t run out of petroleum fuel in this country except by design. 

Senator Dantex. It might happen some day if we shut down enough 
rigs and made the incentive so small that people could not go out and 
find any new reserves. 

Senator Matone. That is by design. 

Senator Danrex. Only then might we run out some day. Mr. 
Chairman, next I offer a table here which shows you petroleum im- 
ports, domestic demand, and relationship of imports over the period 
of 1946 to 1955. The source for the information is United States 
Bureau of Mines, and the table was prepared by the Independent 
Petroleum Association. I offer that for the record. 

Senator Kerr. Without objection, it will be in the record. 

(The document is as follows :) 


United States petroleum imports, domestic demand and relationship of imports 
to demand, 1946-55 


[In thousands of barrels per day] 


Petroleum imports Ratio to 
total im- 
rts to 
Residual| Other omestie 

fuel oil | products | demand 

| Percent 


Preway average, 1936-41 5.0 


War average, 1942-45 


66 171 
78 
Postway 1946 ‘ 122 
149 
146 


209 

77 
437 
514 
645 


Postwar 1947 
Postwar 1948 
Postwar 1949. 
Postwar 1950 
Postwar 1951 
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326 
213 
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360 
364 
430 


952 
1, 034 
1, 052 
1, 230 
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16 
32 
19 
21 
15 
18 
34 
27 | 
23 | 
23 
26 
44 
40 


a 
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nw 
ee 


! As reported by 18 companies to Texas Railroad Commission at February 1955 hearing, pe estimated 


imports by nonreporting companies and adjusted to reflect reduction announced by Stan Oil-Co. of 
California after hear’ 
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Senator Cartson. I think it would be interesting if we had for the 
record the oil imports for the year 1945, and then the figures for 1954, 
which would, I believe, show a great increase. 

Senator Dante. For 1942-45, the imports averaged 209,000 barrels 
per day or 4.8 percent of the domestic demand for oil. 

Senator Cartson. You were running pretty well up to your sched- 
ule there, that is to say, on what you call—what is your word for the 
efficiency basis? 

Senator Danrer. Maximum efficient rate of production. 

Senator Cartson. Your wells were running on that maximum efli- 
ciency basis. It was not necessary to cut them below that. 

Senator Dantev. That is right. Since 1945, imports have increased 
over 200 percent, about 5 times as much as domestic production. 

Senator Caruson. In view of the fact that I mentioned the average 
production for Kansas for 8 years I have been given some figures that 
i think are most interesting and show what has happened in our own 
State. 

As I stated Kansas for 8 years has averaged 100 million barrels per 
year. During that same period the national consumption of crude oil 
increased more than 40 percent and during that same period the unre- 
stricted imports increased 140 percent which I think is positive proof 
that the oil industry in our Middle West and in the Nation has been 
held back by oil imports. 

Senator Danret. Mr. Chairman, the petroleum industry in the 
United States is, of course, one of the greatest bulwarks to our general 
economy. That has been referred i yt Malone. All but 18 
of our 48 States produce oil or gas or both. 


Senator Matong. We have one pene oil well in Nevada. 


Senator Danret. Yes, sir. I hope we will include Florida and 
Georgia before long, but we won’t be able to do it if there is not a 
demand for the products which will cause wildcatters to get out and 
look for the oil. 

Senator Smaruers. May I ask you a question right there which has 
been disturbing me. You take countries like Venezuela that is one 
of our good customers and having as its probably only exportable item 
oil and we all get up here and make speeches and talk about the 
importance of keeping a country like that on our side of the fence and 
cooperating with us, how do you propose to continue to keep a country 
like Venezuela reasonably strong and working and cooperating with 
us if at the same time we limit it as to the one item which they can 
export to us? 

enator Danie... Venezuela would not necessarily be limited in oil 
imports to this pou. Her exports to us would not be limited if 
we adopted a historical basis or a reciprocal basis in distributing the 
proposed quota. 

For instance, I think that the way this 10-percent quota should be 
divided among the nations of the world is on a compere basis. We 
call this a Reciprocal Trade Act and it looks to me like the supposed 
spirit of the act would fit into that kind of a distribution of the quota. 

Senator Matonse. Who named it that? 

Senator Danzex. I don’t know. 

Senator Mavone. It is not,inthe act, is it? 

Senator Daniex. If we divided this quota on the basis of trade with 
the United States, Venezuela would not be seriously cut at all. She 
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could export to us, and so could Mexico and Canada and most of the 
other countries of this hemisphere, because they trade with our own 
country so extensively. 

Senator Smaruers. In other words, you would recommend an ac- 
tual reciprocating proposition between those countries who want to 
export to us? 

Senator Dante. Yes, on the division of this quota. Understand 
we have had quotas on oil in the past. We worked out a quota agree- 
ment with Venezuela in the past, and it operated successfully for 
several years until it expired. 

I think whatever we do under this 10 percent quota and the way it 
is administered that countries like Venezuela, Mexico, and Canada 
will continue to receive their fair share, and it can be done on several 
different formulas, but I think the reciprocal formula is the one that 
is best. It was advocated by the Independent Petroleum Association, 
or at least advanced last year as a type of program that we should 
consider. 

Senator Martone. Mr. Chairman, while we are on the subject, I 
have always contended that this was not a reciprocal trade act at all 
and, of course, you understand, Senator, that “reciprocal trade” is not 
in the act or in the title of the act. This slogan was invented by the 
London bankers at the time to sell free trade to this country. I would 
like at this moment to read into the record what Seeretary Dulles 
said—that these matters should be left to the President’s judgment. 
He says in answer to a question, “I think those matters which we have 
the international factors involved”—(meaning amount of imports 
which should be to an extent within the discretion of the President’s 
judgment), and then he goes on to say, “I do recognize that competi- 
tion, whether it is domestic or foreign”—he recognizes them on an 
equal basis—“does injury, and the injuries first are to the weaker and 
less competent units in an industry,” and I suppose you are here rep- 
resenting the weaker units of the industry, are you not? 

Senator Danrex. Yes, sir, as well as I can. And also those who 
are going to be made weaker in the future if they don’t stop these 
excessive imports of oil. 

Senator Martone. That won’t be the major oil companies. 

Senator Dante. Not those who own the foreign oil. 

Senator Martone. Who are these companies! Can you name them— 
that this is the majors, who are all for this so-called reciprocal trade 
that is not reciprocal ? 

Senator Dante... No, sir; I can’t name them. I understand from 

the papers that two representatives of major oil companies have ap- 
peared in favor of this legislation, but I can’t name all of them. I 
presume they include most of the large important companies. 
_ Senator Martone. Standard Oil of New Jersey testified here—that 
is to say, its president, Mr. Holman, whom I consider an outstanding 
citizen of this country. I took a look at his rugged countenance, and 
I would want him on our side if the fight started. 

He said he thought his companies ought to be able to balance and 
judge the amount of oil to be imported and the amount to be produced 
in this country. 

Senator Danret. I have thought that for about 3 years. I thought 
they should, too. 


59884—55—pt. 3——__5 
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Senator Martone. But you find now 

Senator Dantet. I would be one of the last to come before the Con- 
gress and ask the Government to enter this field, even on the imports, 
that is why I have advocated the voluntary action through “industrial 
statesmanship,” but it just doesn’t seem to have worked. Frankly, 
from what I have heard probably Mr. Holman’s company has tried, 
and others have done so, but when they reduced their imports, some 
of the other importers would increase their shipments. They can’t 
continue to reduce their imports while their competing importing 
companies refuse to do so. 

Senator Martone. You agree then that the 1934 Trade Agreements 
Act was designed all along and does now just what Mr. Dulles said 
in his testimony that he does recognize that “competition whether it 
is domestic or foreign rate on an equal basis, domestic or foreign, does 
injury and it injures first the weaker and less economical units in the 
industry.” It does injure you people that are trying to keep going 
without the aid of the ownership of profitable long pipelines and rich 
foreign deposits. 

Senator Danrev. The 15,000 independents we have in this country 
will be the ones that will be injured the earliest. 

Senator Martone. You understand I am for you. But I would like 
for you to take cognizance as the Governor of Oklahoma did that there 
are 5,000 other industries in the country that are in just the same posi- 
tion or headed that way. 


He named 3 or 4 of them. 

Senator Dantet. Yes, I do, The first paragraph of the proposed 
Neely amendment does apply to any of those industries or commodities 
which are determined to be essential to the national security. We have 
broadened that amendment at least to some extent in line with the 
Senator’s views. 

Senator Matone. Do you understand that there is a bill before this 
committee already that takes cognizance of the critical and strategic 
materials and would, on a reorganization of the Tariff Commission 
to allow the Commission to fix the quotas and allow them to fix a fair 
and reasonable basis for imports and resort to quotas if it were neces- 
sary and to do that on all critical materials so designated by the War 
Department ? 

Senator Danten. Yes, sir, I understand that. That is your bill, is 
it not? 

Senator Martone. That is my bill. That has been in here now 
3 or 4 years. 

Senator Dantex. Yes. 

Senator Martone. But the oil industry wasn’t too much injured up 
to now? 

Senator Dantet. I see. 

Senator Smaruers. You go ahead. ‘ 

Senator Dantex. Throughout the Nation about $714 billion worth 
of petroleum was produced in 1952. This exceeded the total value of 
all other minerals and metals and fuels produced in the United States 
in 11 of our States including my own State of Texas, crude petroleum 
ranks first in value of all minerals produced. 

It is obvious that the health of the domestic oil producing industry 
is of primary importance to these States. 
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In these States curtailment of oil output vitally affects not only the 
general economy, employment and related industries but has a serious 
impact on those State governmental operations dependent upon pe- 
troleum production taxation. 

In Texas taxes on oil production amounts to 67 percent of all busi- 
ness and property taxes. Oil pays 45 percent of the cost of public 
education in Texas and 44.9 percent of the cost of higher education. 

When production is slashed our State budget is denied funds for 
schools, highways, colleges, and other essential public projects. — 

Oil production in Texas alone in 1954 was 4.4 percent or 45 million 
barrels less than in 1953. This resulted in a direct loss from our 
general economy of almost $100 million, with the resulting critical 
loss in tax collections. In addition to this direct loss, curtailed oil 
production caused indirect injury to many related industries and 
numerous other segments of our economy. 


EFFECTS ON CONSUMERS 


Excessive oil imports also have long-range implications for the con- 
sumer of oil products. Five large American-owned companies and 
one foreign firm control over 90 percent of the oil imported into this 
country. By contrast, there are literally thousands of independent 
oil producers operating in my State alone. The competition which 
exists between these producers has been the cornerstone for making 
this Nation the world’s largest producer of oil. I cannot believe that 
reducing this competition through imports is in the lorg-renge in- 
terests of the American consumer. 


THE PRESIDENT’S COMMITTEE 


I believe that the proposed quotas on petroleum imports are in line 
with the findings contained in the recent report of President Kisen- 
hower’s Cabinet Committee on Energy Supplies and Resources Policy. 
That Committee clearly recognized that unrestrained imports present 
a threat to our domestic fuel situation and endanger our industrial 
growth and national defense. The Committee therefore recom- 
mended that imports be maintained in stable relation to domestic oil 
production. The proposed amendment to the Trade Agreements Act 
has the same purpose. It differs from the Cabinet Committee recom- 
mendations in only two respects. First, it establishes a relationship 
between imports and domestic supplies by law rather than by the 
voluntary action of the importing companies. The Cabinet Com- 
mittee felt that voluntary action was desirable but recognized that 
other action would be necessary if this method failed. Second, the 
proposed amendment uses the period 1946 through 1951 as a basis for 
determining the relative position of imports, rather than the single 
year of 1954 used by the Cabinet Committee. 

With regard to the limitation of imports by Jaw, rather than by 
voluntary action, experience has led me to my somewhat reluctant 
conclusion that the former method offers the only equitable and prae- 
tical solution. This conclusion is based on hard realities rather than 
wishful theory. As heretofore indicated, for several years Gen. 
Ernest O. Thompson of the oil regulatory agency in my State of 
Texas, has exercised his great abilities in an effort to find a sound 
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solution to the import problem through the application of industrial 
statesmanship. His efforts have been most helpful and constructive. 
Some of the importing oil companies responded to the need for volun- 
tary restraint and there is little doubt that without such efforts the 
volume of imports would have been far more excessive than they were. 
Unfortunately, however, this experience served to demonstrate both 
the difficulty and inequity of such methods. Companies which re- 
duced their imports were confronted by increases by other companies. 
The net result was an increase in total imports at the expense of the 
cooperating companies, the entire domestic petroleum industry, and 
the general economy of the States and areas in which oil is produced. 
It is my conviction, therefore, that the public interest is best served by 
legislative standards that can be applied equally and fairly to all. 


HISTORICAL PERIOD 


As to the proper historical period to be used in determining a fair 
relationship between imports and domestic oil production, recognition 
should be given to the conditions that have existed during recent years. 
Imports have been supplanting available domestic supplies to an in- 
creasing extent. As a result, an increasing curtailment has been 
forced upon the domestic producing industry. For example, under 
the conservation program of the State of Texas, the average number 
of days of allowed production have steadily declined each year since 
1951. By 1954, Texas producers were allowed to produce an average 
of only 16.2 days per month, as compared with about 24 days in 1951. 
With a scheduled increase in imports, the outlook shows even fewer 
days in 1955. 

Oil imports in 1954 were higher than ever before in history. 
Domestic oil production actually declined for the first time in several 
years. For these reasons, I believe that 1954 is not a desirable base 
period on which to provide fair restraints on oil imports. The Neely 
amendment recommends the more realistic and fair base period of 
1946-51 when total imports averaged 10 percent of United States oil 
consumption. (See attached table for details.) 

I would like to illustrate, for benefit of the committee, the effect of 
the 10-percent oil-import quota as recommended in the Neely amend- 
ment. If applied to 1955, it would permit the following volumes of 
imports: 

[Barrels daily] 


ist quarter 
3d quarter... ..---...--..-.--------- 2 nk nnn nts oncscesa sens asahe 


Awerage 108 YeOr... . ...--- anno ns + ess = nb pin noo 4 we see semes | 


Such import levels would be reasonable. They would provide 
healthy foreign trade in oil, At the same time, such restraint would 
solve a grievous and growing national problem, by allowing orderly 
increases in imports, in relation to our domestic oil requirements. 
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I would point out that under this amendment the importing com- 
panies would still be allowed more than twice as much of the domestic 
market as they enjoyed in 1946, only 9 years ago. The domestic in- 
dustry certainly has not enjoyed any such percentage increase. 

A further important point should be noted in connection with these 
proposed import quotas. Total imports of crude oil and refined prod- 
ucts in 1954 averaged 1,052,000 barrels daily, according to the latest 
revised figures of the United States Bureau of Mines. Western Hemi- 
sphere countries supplied 800,000 barrels daily, with 252,000 barrels 
being imported from the Middle and Far East. The above quota for 
1955, under the Neely amendment, would be more than the total amount 
brought in last year from Venezuela, Mexico, Canada, and all other 
neighboring countries in this hemisphere. These are the countries 
that provide a large market for American goods. We should encourage 
healthy trade with our neighbors in the interest of hemisphere soli- 
darity and defense. 

National defense is a vitally important factor that the Government 
could and should take into account in administering the proposed 
oil quotas. From a defense standpoint, for example, Canadian oil 
is obviously in a different category from oil in the Middle East area. 
Military leaders have officially testified that their order of priority 
for oil supplies in the event of emergency is first, the continental 
United States; second, the rest of the Western Hemisphere; and last, 
the Eastern Hemisphere. This policy should be reflected in national 
policies as to oil imports. Import quotas could take into account 
the danger of increasing dependency on Middle East oil versus the 
relative security and accessibility of oil from neighboring countries 
in this hemisphere. 

There are a number of other factors, of course, that the executive 
branch of Government. would consider in administering these quotas. 
These include various problems in the field of international relations 
and trade. Without depreciating either the importance of the com- 
plexity of these problems, import quotas in general, and oil quotas in 
particular, are both practical and necessary when the Nation’s 
welfare and security are advanced by such action. 

I firmly believe that this proposed amendment to our trade program 
in in the broadest public interest and is vital to the future security of 
America. I urge this committee to give it careful and favorable 
consideration. 

Senator Smatiuers. Thank you, Senator Daniel of Texas. 

Senator Danrex. I thank the committee for this opportunity to 
appear before you on this important matter. 

enator Cartson. I would like to make a short statement on this. 
That I appreciate very much the Senator from Texas appearing in 
the interests of this bill. 

I think two things we should stress perhaps—and I notice he stressed 
both of them. One is that we are not trying to limit all imports of 
oil in this country. No one has discussed that it be less than 10 
percent importation. 

Secondly, thatthe amount of importation even on the 10-percent 
basis would be eight hundred or nine hundred thousand barrels daily. 

That is not an unreasonable amount I hope. 

Senator Danret. That is correct. 
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Senator Smatruers. The Senator from Oklahoma wants to ask you 
a question. 

Senator Monroney. Senator Daniel, knowing your close and well- 
founded information on the oil industry, barring any amendment to 
this bill that would reduce the crude oil imports to 10 percent, is 
there any known method that independent producers could be pro- 
tected against oil importation to where even the present meager 
amounts of production would not have to be further curtailed by 
perhaps 10, 20, or even 50 percent further ? 

Senator Daniex. I know of no other way that the independent pro- 
ducers in this country can be protected from further injury by exces- 
sive oil imports. 

Senator Monroney. In other words, each progressive cut in domes- 
tic production has in the past led to not only making that cut and 
sacrifice of domestic production up by importation but that is leading 
to even additional importations that lead to progressive further 
reductions? 

Senator Dante. Actually it is probably the other way around. 
These increases in importation of crude have led to cuts by our State 
regulatory agencies of domestic production. 

In other words when your State regulatory agency meets to decide 
how much the allowable production shall be, it asks the companies to 
say how much they will be importing. They get the market demand 
figures from the United States Bureau of Mines and there they have 
those figures and the prospective increased imports, and they have to 
take them into consideration; otherwise they would permit too much 
oil to be produced, too much above-ground storage and consequent 
waste therefrom. 

Senator Smaruers. But there is absolutely no limitation at the 
present time or in the foreseeable future other than by an appeal to 
this committee for some form of quota, about 10 percent on crude. 

Senator Dantet. I have come to that conclusion, and reluctantly. 

(Discussion off the record.) 

Senator Marone. I have the highest regard for the senior Senator 
from Texas as he already knows. I did make the remark one time that 
sometime, somewhere, Texas and Nevada will get together and then 
—< would be a reckoning of some of these matters. I hope this is 
the time. 

Mr. Chairman, I would like to ask the witness if he does understand 
that a complete change in policy and in the principle of regulating 
foreign imports was made in the 1934 Trade Agreements Act. 

I am going to explain it so that we may get the record straight: For 
75 or a 100 years we had worked on the basis of the duty as the 
Constitution calls it (article 1, section 8, which charges the legi 
tive branch with the responsibility of setting the duty and also of 
regulating foreign trade), of a flexible duty, a duty to represent 
roughly that differential of cost of production due to the wage stand- 
ard of living difference and the taxes and other costs of doing business 
here compared to the chief competitive nation. 

The 1930 act laid down a principle to the Tariff Commission of that 
difference of cost of production. 

It did not permit them te take into consideration the political situ- 
ation in Europe or the relation between various industries in the 
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United States of America the Tariff Commission was given only one 
criterion. Then in 1934 we changed that principle to allow one man 
in the executive department to consider all of these international politi- 
cal factors, making friends and influencing people and to consider also 
the relationship between agriculture and manufacturing and mining 
in this country. 

So that one man could ignore all other facts. 

Senator Danze... Yes, there was certainly a change in our basic 
program on foreign trade. 

Senator Martone. A basic change. 

Senator Danrex. A basic change. After that law was enacted we 
have had quotas set up with relation to oil, though, and other products. 

Senator MaLone. But unless Congress interferes and does take up 
to a certain extent 

Senator Danirev. Yes. That is where Congress has come in and set 
up quotas on various and sundry commodities, including oil for sev- 
eral years. In other words, the quota system is not something that 
is new at all. 

Senator Matong. They have a section 22, a quota system in the agri- 
cultural bill, so they set quotas on certain agricultural products. 

Without reading his testimony we understand that the Secretary 
of State testified that they had had considerable trouble at Geneva 
getting the other foreign countries to accept certain quotas that we set. 

You do understand that the Secretary of State definitely testified 
that in the enforcement of this act there would be injury to certain 
industries in this country ¢ 

Senator Danteu. Yes. 

Senator Martone, And probably it will be the ones less able to pro- 
tect themselves. 

Senator Danrex. I understand that. I am glad he is frank about it. 

Senator Matong. The first time that we have really faced the issue. 
Always before they said we are protected by the escape clause or the 
peril point or some other thing. In the last analysis, the President 
of the United States—and we think the State Department is the 
judge—determines whether either one of them, the escape clause or 
peril point, are invoked or not. Under the present act that is true, 
is it not? . 

Senator Dante. To some extent, it seems to be true. 

Senator Martone. To all extents. There is no limitation on the 
President’s discretion. 

Senator Danteu. I was referring to the influence of the State De- 
partment on his decision. 

Senator Martone. The State Department influence has always been 
exerted for a lower tariff. That is the history of the whole thing. 
But the President of the United States actually makes the decision 
after the Tariff Commission is all through. Peril point, escape clause, 
anything else, he is the final judge as to whether it is invoked or not. 
That is true, is it not? 

Senator Danret. That is my understanding. 

Senator Matong. You do understand that this General Agreement 
on Tariffs and Trade in Geneva is sitting there now like a cat at a 
rathole waiting for this extension. It has been operating since 1947 
on a multilateral basis, and apparently we are bound by a ioteee they 
do under this act; is that true? 
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Senator Dantet. I understand what the Senator has said about 
that. I heard the Senator put that question to the Governor of 
Oklahoma. 

Senator Matong. The question was put to Mr. Dulles, and he said 
that GATT was dependent on this act. Mr. Dulles testified to that 
yesterday. So I guess he would be authority enough for the situation, 
would he not? 

Senator Danrex. I accept what you say as to what Mr. Dulles 
testified. 

Senator Martone. You can read it when we print it. 

Senator Daniet. Yes. I am not going to express that as my opin- 
ion, though. 

Senator Martone. If that is true, and the Secretary so testified, then 
wouldn’t it be a good idea to let this thing expire and go back to the 
1930 Tariff Act and fix a tariff but have a flexible provision with di- 
rect orders from Congress to determine that differential of cost and 
recommend that as the duty? 

Senator Danrev. I am not sure that would work with respect to 
various commodities. For instance, cotton and some of our other 
agricultural products. Sugar, for instance, has an absolute quota. 
1 doubt if it would work in the case of those products or if it would be 
sufficient in the case of oil. Senator, I can conceive of some of these 
foreign importers of oil being perfectly willing to go on and pay the 
increased duty in order to bring in the foreign oil and hold their 
domestic reserves in the ground. 

It would be sort of like saying to some of the producers that are 
restricted by State regulatory practices that if you will pay so much 
more per barrel as a tariff or tax, we will let you produce over and 
above the allowable set by our conservation practices and rules. 

In other words I think that as long as the domestic production in 
this country is pretty well controlled by laws and restricted by laws 
so as to stay somewhere within market demand, we need a law to 
restrict foreign imports so that they will bear a proper relation to 
market demands also. Otherwise our conservation programs, will be 
ruined, and I am not sure that just raising the tariff up to a certain 
figure would take care of that. 

Senator Martone. Now, Senator, I will ask you this question: 

Why couldn’t we allow this to revert and amend the tariff act along 
the lines of my amendment that I have had in for the past several 
years but which has never been considered. The amendment is in this 
committee now. There are 2 bills here, 1 is S. 404 and the other 
S. 400. 

The only difference between them is that S. 400 is limited to strategic 
and critical materials. S. 404 would be a general bill on all ee 
which really should be passed. In any case allow the authority to 
revert to the Tariff Commission and amend the tariff act to not only set 
tariffs on a fair and reasonable basis, but also that the tariff should be 
based on the landed duty paid price, if you were unable to get a better 
criterion and to determine whether the landed duty paid price on an 
article is a fair price for the article. The bill then goes on to say: 

Any change that may occur or may reasonably be expected in the exchange 


rates of foreign countries either by reason of devaluation or because of a serious 
imbalance in international payments— 


Shall be taken into consideration. 
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Foreign countries get away from these trade agreements by manip- 
ulating the value of their exchanges and having exchange permits and 
permits for imports so nothing works. 

Then the bill goes on to say: 

The Authority, in the manner provided for in subdivisions (c) and (f) in this 
section, may impose quantitative limits on the importation of any foreign articie, 
in such amounts, and for such periods, as it finds necessary in order to effectuate 
the purposes of this Act * * *. 

That is on our critical and strategic materials. Maybe this amend- 
ment to the 1930 Tariff Act, S. 400 which was introduced here in Jan- 
uary 1955 might answer your purpose and include all other critical 
materials; would you have any objection to an act of that kind? 

Senator Dantet. No. The part that refers to the quotas on criti- 
cal materials is really very much in line with the Neely amendment 
which I am supporting here today. 

Senator Matone. But it does then let other people understand the 
contents. In other words, what you are here for today is to take 
care of the oil industry, isn’t it? 

Senator Danie. The oil industry and other commodities essential 
to the national defense. Paragraph 1 refers to other commodities, 
not only natural resource commodities, but any other commodities 
that are essential to the national defense. 

Senator Martone. I understand that. It is a general statement but 
there is no stated percentage like there is in petroleum and it might get 
into a great deal of difficulty. 

Senator Danirt. When you say all I am interested in is to take care 
of the oil industry, I must take issue or at least clarify the matter. 
There is a part of the oil industry, and a major part in dollars and in 
size, that is opposed to the position I am taking here today. The major 
companies which own so much of our foreign oil do not agree with 
my position. I think we have about 15,000 independent oil operators 
in this country, and thousands of laborers and landowners, and they 
constitute the position of the oil industry that would be protected by 
the Neely amendment. However, my appearance here today is not 
as much even in behalf of that segment of the industry as it is in 
behalf of my State and the people of my State. 

The men who make a living working in the oilfields, laborers, office 
workers, and landowners are interested in this problem. Our schools, 
our highways, our tax revenues are so dependent on oil production in 
my State that whenever the production allowable is reduced, that 
means the revenues of our State drop in proportion. 

So I am really here representing my State and the people of my 
State who have a keen interest in this matter. Our State legislature 
passed a resolution on the subject asking Congress to do something 
about it, and I want to have permission to place that in the record, Mr. 
Chairman. 

Senator Smaruers. Without objection. 

Senator Dante. A copy of the resolution of the Texas Legislature. 

(The document is as follows :) 


House CONCURRENT RESOLUTION 23 
Whereas there have been tremendous and growing increases in the imperta- 


tion of foreign oil, against which no restriction now exists in the laws of the 
Nation; and 
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Whereas the production of petroleum in the State of Texas has been unrealis- 
tically curtailed, to an injurious extent, as a result of the growing encroachment 
of foreign oil on the markets normally supplied by oil producers of Texas; and 

Whereas taxation on oil production is a primary source of revenue to the State 
government of Texas, accounting for approximately 68 percent of all business and 
property taxes; and 

Whereas taxation on the petroleum industry is depended upon to pay more 
than 45 percent of the cost of public education and 45 percent of the cost of higher 
education in the State of Texas; and 

Whereas the aforementioned curtailment of oil production in Texas not only 
has a harmful impact on our general economy, but is seriously undermining our 
State tax structure to the extent that harmful losses are inflicted on State 
budgetary requirements for schools, colleges, highways, and other essential public 
projects ; and 

Whereas expanding oil production is not only essential to our State economy 
but is vital in generating full development of oil and gas resources to provide for 
future defense needs of our Nation and to stimulate business and commercial 
enterprises throughout our country: Now, therefore, be it 

Resolved by the house of representatives (the senate concurring), That the 
Congress is hereby requested to give immediate attention to proposals now pend- 
ing and to others which may be introduced for the limitation of imported oil as 
will cause no further injury to the oil-producing industry of the State of Texas 
and the United States ; and be it further 

Resolved, That copies of this rseolution be forwarded to the Senators and Rep 
resentatives in Congress elected by the people of Texas. 


Jim LINDSEY, 
Speaker of the House. 
Ben RAMSEY, 
President of the Senate. 
Senator Danrev. Furthermore, it is not strictly a State problem. 
I think I am appearing in the interests of the Nation when I appear 
here today asking that some kind of restriction be made on foreign 


oil imports so as to place those imports in relation to domestic market 
demand, because one of the most important things for this Nation 
in my opinion is for us to keep a sound and progressive oil industry. 
It is needed for the national economy and for national defense. e 
can’t have it when we allow foreign oil imports to come into this coun- 
try to the extent that independent operators are going to lose the in- 
centive, the moriey, and the market necessary to enable them to get 
out and find new reserves in this country. I just want to make it 
plain that I am not appearing here strictly for what I think is best 
even for the domestic branch of the oil industry, but 1 am appear- 
ing here for what. I think is the best interests of my State and my 
Nation. 

Senator Martone. Mr. Chairman, I appreciate what the Senator is 
saying and my cross-examination only has one purpose. 

I know you believe that, to bring out exactly what you have said. 
The people are forgetting. They are talking now about national de- 
fense because one industry got relief on that basis and it appeared 
that is the only basis they got it on. 

Now everybody is trying to get under that tent. 

Senator Dantet. Sir, it is about the only thing you can use to wake 
some people up to what is happening to the country and its safety by 
reason of excessive imports. 

Senator Martone. That is true. In other words, whenever you 
hold out that you can get a cheaper product by importing $2 her 
stuff then the consumer is going to be attracted. But if they are 
further referred to the fact that members of their family are prob- 
ably working for an iné@::3try directly or indirectly that would be af- 
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fected by the policy if carried through to its logical conclusion and 
that they would have no job and no money to pay for the product even 
at a reduced price there is an entirely different reaction. 

Senator Danret. That is right. 

Senator Matone. But that is not explained. So I say to you, Sen- 
ator, it is not only the national defense of this country, it is the 
economic structure of this country that you and I are interested in. 

Senator Danret. That is certainly right. As a result of some of 
our fiscal policies. I think we are in as much danger of being de- 
stroyed from within by lack of economic strength as being destroyed 
by force from without. 

“Senator Martone. That is correct. This is an economic approach 
to destroy this Nation, named reciprocal trade by London bankers to 
sell free trade to the American people and that in itself already has 
had these effects, not only in the oil industry but in several other in- 
dustries. 

There is a suit pending in Federal court now, filed by a glass 
company in West Virginia that has lost half of its employees and lost 
half of its market. 

I would say to you then that what you and I are interested in is 
preservation of the economy of this Nation. The 1934 Trade Agree- 
ments Act has caused these three results: First, unemployment, second, 
destruction of investments and, third, it has made us dependent on 
offshore areas across major oceans for many things without which we 
cannot fight a war or expand in peace. _* we are getting close to 
the Harry Dexter White activity back in 1945 when he wrote the 
Secretary of Treasury and suggested a $10 billion loan to Russia to 
furnish these critical materials that, according to Mr. Ickes, at that 
time we were running out of. 

Of course, we were not running out of them. We have more known 
reserves of every one of these critical materials than we ever did. If 
Mr. Ickes could have gotten away with his policy of taking the deple- 
tion allowance away from the petroleum producers so they had no 
money to build dry holes we would have run out of oil. 

He was always running out of oil and every other material. That 
was the greatest hoax that was ever sold to this country. Mr. Ickes 
was a patriotic citizen but he was mouthing things put before him 
by certain subordinates. 

I ask you, Senator, if you do understand that if allow this 1934 
Trade Agreements Act to expire we will no longer be threatened with 
the ——— that Mr. Ickes feared, nor with the injury to certain 
weaker industries as Mr. Dulles outlines. You will remember that 
Secretary Dulles testified that he does recognize that it injures first 
the weaker units, meaning the ones that are not strong enough to go 
to foreign nations and = their investments in factories or oil pro- 
ducing wells and to send the product here. You believe, and I think 
correctly, that it would defeat the very idea of building the oil indus- 
try here in the beginning on a high standard of living of $15 to $20-a- 


i 

hey reciprocate nothing. So the whole thing defeats what is sup- 
posedly its purpose and if products come in on your level of costs, or 
under quotas necessary as my amendment provides, then you think 
that would satisfy you? 
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Senator Daniev. It is a long question. 

Senator Matone. It was not all a question. I asked you the ques- 
tion on the amendment. It first was a statement. 

Senator Danret. I don’t think that the situation will be properly 
cared for as to oil unless we have some absolute quota on a percentage 
basis of market demand. If market demand increases, then the im- 
poris can increase in relation to the increased demand. Also, we have 
a provision that the President may suspend this quota if there is 
ever a lack of production or shortage in our own country. 

Mr. Chairman, as a typical example of the injury excessive oil im- 
ports are causing our domestic industry, I offer for your record the 
following statement by Ginther, Warren & Ginther, independent pro- 
ducers in Jones County, Miss. : 


STATEMENT OF GINTHER, WARREN & GINTHER 


Ginther, Warren & Ginther own the Ovett heavy oil field in Jones County, 
Miss. They have 4 wells capable of producing, with ease, 500 barrels per day, 
or 15,000 barrels per month, and many undrilled locations, There has not been 
a market for this oil for nearly 4 months, and the main reason there has not been 
a market is that the refinery to which they are selling the oil has been shut down 
because it cannot meet foreign competition. Ginther, Warren & Ginther learned 
from the customs director at Mobile, Ala., that there is imported into Mobile, 
Ala., an average of about 114,000 barrels per month of South American crude, 
which is about 10 gravity, and competes directly with their Ovett crude. They 
think this is direct evidence that foreign imports are destroying American initia- 
tive, enterprise, and business, and as American citizens, they ask for relief. 

Ginther, Warren & Ginther have continued to keep their employees on the 
payroll in the Mississippi oil field, and try to meet all other obligations as Ameri- 
can citizens by giving substantial contributions to the community chest, YMCA, 
American Red Cross, various churches, chambers of commerce, local and national, 
and hospital drives. If the imports of foreign oil are not controlled, and if their 
field remains shut in because of being unable to compete with such foreign im- 
ports, they will naturally be forced, as a measure of self-preservation, to curtail 
the above-mentioned contributions. They do not believe that such action should be 
forced upon them by certain monopolistic corporations, whose very existence 
and position in foreign countries is protected and made secure by the Armed 
Forces of the United States, which they support by their taxes, both direct and 
indirect. 


Senator Smatners. I wonder if I might interrupt you, Senator, 
to make this request. We have this gentleman here who is the presi- 
dent of the Independent Petroleum Association of America. I 
wonder if we could interrupt this particular testimony and let him 
come on and let him come back. 

Senator Martone. I just have one question. 

Senate bill 404 woldd apply to all products in the United States the 
same policy that you and I agree ought to be applied to preserve the 
economy of this country and the national defense, and I would ap- 
preciate very much if you would study that. 

Senator Dante. I will study that as I have told the Senator before. 

Senator Martone. Thank you. 

Senator Martin (presiding). Mr. William Vaughey. Mr. Rus- 
sel Brown is also to accompany him as I understand. 

Mr. Brown. Mr. Chairman, in view of the fact that there are several 
out-of-town witnesses, I would be perfectly willing to allow Mr. 
Vaughey and the others to take the time today and take a chance on 
giving my statement on some other day. 

Senator Martin. We are hoping to get as far along as we can on 
this. 
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STATEMENT BY WILLIAM M. VAUGHEY, PRESIDENT, ACCOMPANIED 
BY. RUSSELL BROWN, INDEPENDENT PETROLEUM ASSOCIATION 
OF AMERICA 


Mr. Vavenry. My name is William M. Vaughey. I appear before 
your committee as president of the Independent Petroleum Associa- 
tion of America, a national organization representing oil and gas pro- 
ducers from all producing areas of the United States. 

I believe it is worthy of mention to state that currently 30 of the 
48 States in this Union are now producing in varying quantities, 
either oil or gas, and in most instances, both. 

In the interest of conserving time and in order to be as helpful as 
possible to the committee in avoiding duplication of testimony our 
association has collaborated with other oil and gas associations 
throughout the country in an attempt to consolidate the testimony to 
the hearings to the fullest extent ; the following associations, therefore, 
join in the testimony presented by me and Mr. Russell B. Brown on 
behalf of our Independent Petroleum Association, and for the record 
I would like to innBeste who these other associations are. 

Mr. J. P. Jones is present representing the Bradford District 
Pennsylvania Oil Producers Association, and also the New York 
State Oil Producers Association. 

Mr. Elmer Hoehn is present representing the Independent Oil Pro- 
ducers & Landowners Association Tri-State, Indiana, Illinois, and 
Kentucky. 

Mr. Robert L. Williams is present representing the Kansas Inde- 
pendent Oil & Gas Association. 

Mr. J. P. Coleman is present representing the National Stripper 
Well Association, as well as the North Texas Oil & Gas Association. 

Mr. Edward _ 8. Martin is also present representing the Southwest 
Pennsylvania Producers Association. 

In addition to that the other associations represented in this testi- 
mony are the Ohio Oil & Gas Association, the Oil Producers Agency 
of California, and the Panhandle Producers & Royalty Owners 
Association. 

I have been engaged in the oil business all of my adult life and am 
now an independent producer of both oil and gas. 

My residence is Jackson, Miss., where I have lived for the past 15 

ears. 
* About 6 weeks ago, I appeared before the House Ways and Means 
Committee to discuss the problem of excessive oil imports in connection 
with the proposed extension of the Trade Agreements Act. 

Less than 3 weeks ago there was a new and important development 
relating to this problem. I am referring to the recent report of Presi- 
dent Eisenhower’s Cabinet Committee on Energy Supplies and Re- 
sources Policy. 

Without duplicating my testimony before the Ways and Means Com- 
mittee, I will endeavor to present and with brevity, certain informa- 
tion that I hope may be helpful in view of the Cabinet Committee’s 
conclusions and recommendations. 

*As you know, that Committee was directed to study all factors per- 
taining to the continued development of sources of energy in the 
United States. 
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In my judgment it was a timely assignment and a good move in the 
right direction. It is natural to expect differences of opinion as to 
the details of any report covering such a comprehensive subject, There 
can be no doubt, however, that the report deals directly with the cur- 
rent national policies that are basic to the future supplies of our 
energy resources. oi 

It is a constructive report, and the domestic oil industry found en- 
couragement therein. 

tn this report the industry problems that have been causing con- 
cern among domestic producers of oil and gas were recognized as 
being real and not figments of the imagination. 

This has long been our contention. 

On the subject of oil imports, the Cabinet Committee recognized that 
excessive volumes could endanger the military and civilian supplies 
and the reserves necessary to national defense. 

This would result in retarding adequate incentives for the ex- 
ploration and discovery of new sources of domestic petroleum. 

The Committee concluded that imports should be kept in balance 
with domestic crude-oil production, based on the eae existing 
during 1954. The Committee further stated that it was highly desira- 
ble that this be done by voluntary, individual action of the importing 
companies, 

Failure to do this, neperdane $9 the Committee, would call for 
appropriate action, presumably by the Federal Government. 

I believe there should be general agreement with and support of 
the fundamental principles of these findings. Excessive oil imports 
are a serious problem, affecting the economy and security of our 
country. 

It is sound policy that a fair relationship should be maintained 
between imports and domestic production. This is the only way 
that equity can be preserved so that each may share the market and 
the domestic industry can continue to expand in keeping with the 
Nation’s essential petroleum needs. 

Certainly it is ecirable to solve such problems by the action of 
freemen for the common good of a free society. I wholeheartedly 
support the belief that we should look to our Government for assist- 
ance only when our voluntary methods are not forthcoming. 

Frankly, it is for these reasons that I am here today, only as a last 
resort and not by choice. 

The reasons behind the domestic producers’ support of congres- 
sional action to restrain oil imports may be helpful to this Committee. 

When I was elected president of the Independent Petroleum As- 
sociation of America in 1953, an increasing trend in oil imports were 
then one of the most serious threats to the future of oil production in 
the United States. 

At that time, many oil producers believed that some solution to 
this problem could and should be found, short of legislative action 
by the Congress. I shared that belief, and for that reason undertook 
the job of poenerne officials of importing companies and the Federal 
Government to explore every possible and proper course of action. 
I discussed the problem as it existed then and as it exists today fully 
with officers of each of the importing companies involving many 
informal conferences over a period of many months. 
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This was done in the hope that it would be possible to find some 
means of accomplishing voluntary and reasonable restraint on the 
volume of imported oil. 

There were others in the industry who devoted their best efforts 
to this end during the years 1953 and 1954. 

At times during the past 2 years there has been some encourage- 
ment that imports might be restrained. A few companies, however, 
increased their shipments of foreign oil. In some cases, contractural 
obligations were cited as the reason for increased imports. 

In addition there was an obvious reluctance to take any action that 
might be interpreted as a violation of the antitrust laws. 

Most important of all, the economic interests of foreign govern- 
ments and the companies themselves prohibited such action. 

Since my testimony before the Ways and Means Committee, and 
just 1 week before the release of the Cabinet Committee report, the 
importing companies announce their import schedules for the first 
half of 1955. 

These company import programs, filed with the Texas Railroad 
Commission, reflected an added increase of 17 percent over the same 
period in 1954. 

No such increase is in prospect for the domestic industry. Yet con- 
versation continues about the domestic producer and the importing 
companies equitably sharing the increases in demand. In theory, 
this is logical and would be fair, but it is not functioning. 

Prior to the President’s request that a Cabinet Committee make 
such a study, industry in general has known the conditions that exist, 
and that now have been emphasized in the Cabinet Committee report. 

It is not sufficient to say, as is said and repeated after, we need a 
strong and virile domestic industry without making the necessary 
contributions within industry to accomplish that end. 

This is not being done. 

These experiences have convinced me that it is impractical to pre- 
vent excessive imports by voluntary means. 

We are living in a highly competitive industrial age. There is a 
growing surplus of world oil and foreign oil as backed up by fabulous 
volumes of low-cost reserves in the Middle East. 

To illustrate, the proved reserves in Saudi Arabi and Kuwait are 
estimated as high as 200 million barrels for each producing well. 
That is in contrast to the average of less than 60,000 barrels per well 
in this country. 

Such factors make the political, economic, and competitive pres- 
sures to increase imports into the United States too great to expect 
them to be met on a voluntary basis. 

In view of these facts, I also doubt that it is sound public policy to 
leave such matters to the discretion of the comparatively ei hives oil 
companies who control most of the foreign oil. 

To me, a graphic illustration is the fact that the 5 largest of the 
importing companies now have approximately 90 percent of their 
proven reserves in —" countries. 

We do not begrudge them the right to own these impressive reserves 


but in the face of these circumstances, it is not unreasonable that we, 
as domestic producers, use every effort at our command to preserve a 
place for the domestic producers of this country. 
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We have been forced, and reluctantly, to the conclusion that con- 
gressional action is the only method of obtaining an assured, and, 
most important, a lasting solution to this problem. 

With regard to congressional action, a further new development 
just for 4 days following the Cabinet Committee report, was the in- 
troduction of a bill by Senator Neely, of West Virginia, and cospon- 
sored by 16 other Senators, to limit oil imports to 10 percent of 
United States oil demands. 

This bill would implement the basic principles of the Cabinet Com- 
mittee report. It has the support of the Independent Petroleum 
Association of America, for which I speak, and 20 other associations, 
some of which 1 have named today representing oil and gas producers 
in this country. 

L would like to emphasize that both Senator Neely’s bill and the 
Cabinet report involve the maintenance of a reasonable and stable 
relationship between imported and domestic oil. 

The differences are in detail or degree, not in principle. It is normal 
to expect such differences. 

For example, the Cabinet Committee uses the year 1954 as the basis 
for relating imports and domestic production, while the Neely bill is 
based on the historical average of imports to United States oil de- 
mand during the 6-year period 1946 through 1951. 

The particular base period to be used in establishing the proper 
place for imports is less important than the basic principle that we 
should not rely on imports to supply an ever-increasing share of our 
national oil requirements. 

It is a matter of record that since 1948 the continuing increase of 
imports of crude pertroleum and refined products has constituted 
an industry problem that has been recognized. 

This problem was only temporarily relieved by the needs of the 
Korean war in 1950, and then later, the shortage of oil that. developed 
in foreign markets as a result of the Iranian dispute in 1951. 

Otherwise there has been a growing surplus of foreign oil. It is 
understandable that the limited foreign markets have not been able 
to absorb the large volumes, This has not only pushed American 
oil out of the world markets but has resulted in foreign oil taking 
an increasing share of the markets in this country. 

This has resulted in corresponding restrictions and cutbacks on our 
domestic production. 

Total imports in both 1953 and 1954 exceeded 1 million barrels 
daily, and when it became necessary for more and more domestic pro- 
duction to be shut in for lack of a market, it became increasingly 
clear that imports had exceeded their proper levels, and were violating 
the rules of equity. 

In 1954, imports were at a record peak while domestic production 
was lower than the preceding year. 

For several months in 1954, domestic production had to be curtailed 
by more than 300,000 barrels daily below the 1953 level, and we sub- 
sequently arrived at the position where more than two million barrels 
daily of efficient producing capacity was shut in for lack of market. 
Imports at that time failed to absorb any of the burden. of these 
adjustments in supply. 
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I desire to make our position clear. Domestic oil producers in 
general and the Independent Petroleum Association of America in 
particular, recognize that oil imports have an established and proper 
place in our national economy and our international relations. 

We do not believe in shutting off imports or disrupting foreign 
trade and our relations with friendly foreign countries. At the same 
time we feel the necessity of being realistic. Foreign trade in oil 
is not like foreign trade in most other commodities. Foreign oil is 
produced and imported by only a few large oil companies. 

The accomplishments of the American petroleum industry are most 
impressive. It is recognized as having attained a most efficient status 
and as Americans, we have good cause to be proud of its record. 

It is this technological and American “know-how” that has not only 
produced the very important oil needs of this country but is responsi- 
ble for the finding of great volumes of oil in foreign countries. 

The efficiency and the competition that exists between domestic 
producers has assured in the past our country of ample supplies of 
oil that has been readily available, at reasonable prices in times of 
peace or war. 

We sincerely believe that it is important to national walfare and 
security that these conditions be preserved. The continued welfare 
of so many other industries, too numerable to name, are closely linked 
with the petroleum industry. Its accomplishments and advancement 
have contributed to human welfare, and certainly nothing could be 
of greater importance. 

If this committee can agree with the reasoning, then it is important 
that the proper conditions permitting the survival of the domestic oil 
industry be preserved. We are convinced that it can best be ac- 
complished by congressional action such as proposed in the bill intro- 
duced by Senator Neely. 

Pending such legislation, I hope that the importing companies 
will exercise restraint, as recommended by the Cabinet committee, 
so as to correct the unjustified increases that have been scheduled 
for 1955. 

I think im the face of this report it is reasonable to anticipate 
that there will be some degree of compliance and result in an- 
nouneed reductions in the schedules that have been filed or are to 
be filed. 

I would like to point out to this committee, that even if this is 
accomplished, it offers no lasting solution and we should not let 
that lull us into a sense of security. Only congressional action 
will facilitate the establishment of a sound and permanent solu- 
tion by whatever legal means the Congress deems best in the na- 
tional interest. 

This problem has been recognzied as a matter of public con- 
cern, beyond the individual interests of importing oil companies 
or domestic producers. In 1953, I was present at a meeting of the 
National Petroleum Council when Secretary of the Interior Doug- 
las MeKay called for a voluntary reduction in oil imports corres- 
ponding to reductions as they decstagad in domestic production. 

I wish to commend the members of the Cabinet Committee for 
the soundness of their findings, and to record and express appre- 
ciation for the effort, that they expended to arrive at their very 
objective conclusions. 


59884—55—pt. 36 
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The facts show that the time has come to implement these sound 
policies by law so that this Nation can remain strong and secure 
and not be dependent on sources outside of the Western Hemisphere 
for its essential supplies of petroleum. 

The best policy to attain that objective will be the best policy 
for the petroleum industry, the consuming public, and all of the 
peoples of the free world. 

I wish at this time to take this opportunity to thank the mem- 
bers of the committee who have patiently waited for my testimony 
and have given us an opportunity to be heard. 

Senator SmarHers (presiding). Thank you very much for your 
testimony. It will be very helpful and we appreciate your patience 
also in waiting. 

Senator Martin, do you have any questions? 

Senator Martin. I have no questions. I think it is a very sound 
statement. 

Senator Smatruers. Senator Malone. 

Senator Matonr. Mr. Vaughey, I think you have made a very 
fine statement and probably the only statement you could make 
finding your industry in the situation it now finds itself. 

I did not understand you to testify whether you were for or 
against the extension of the act as it now stands. 

Mr. Vaueuey. I intended, Senator, to make my position clear 
that we are endorsing and subscribe to the amendment, the Neely 
amendment which of course could only be passed with the exten- 
sion of the Trade Agreements Act. That is correct, isn’t it? 

Senator Matone. Suppose you did not get the Neely amendment, 
would you be for the act’s extension ? 

Mr. Vavueuey. Well, it is not surprising to me that you might 
ask me that. I would like to express it this way. 

It is difficult for me to as directly answer as i might like to, that 
question, for this reason, and I don’t mean to equivocate. 

In exploring the ways and means of trying to solve our prob- 
lem, it became apparent to us that this voluntary route of control- 
ing imports in regard to which there have been statements that 
would lead you to believe that it is something new, something that 
has not yet been tried and deserves a trial, we cannot go along 
with that. We have been forced to the conclusion that we have 
to ask for congressional help and assistance. 

In the belief that the probabilities were that the Trade Agreements 
Act would be extended for some period of time, we were confident 
that our best opportunity there would be to endeavor to support this 
amendment that Senator Neely has introduced, and by that means 
bring about the quota system which I believe is a specific formula 
that could give us the relief we need. 

Senator Martone. You have no particular objection to the act being 
passed if the independent oil ovina are protected ¢ 

Mr. Vauenery. Fundamentally, I cannot disagree with many of the 
sentiments that you have expressed, and I as a spectator have Tistened 
to not only today but when some of the other witnesses were nee 
Fundamentally you and I are not in any disagreement as to an objec- 
tive, as to where we would like to go. I do not believe, however, that 
in the face of all circumstances, where the administration is desirous 
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of extension of this Trade Agreements Act, the Democratic Party has 
historically been in favor of and advocated free trade and now we have 
many Republicans vote in that same channel, it does not seem likely 
to me that the extension would be likely to be defeated. __ 

For practical reasons that is why I am taking the position that I 
am trying to illustrate. 

Senator Martone. As long as industry takes the position it takes, 
it doesn’t seem possible to me that it will be defeated either. 

Many industrialists and many workingmen have apparently hung 
on to the slim hope that their jobs and their investments are protected 
under the 1934 Trade Agreements Act, do you believe that? 

Mr. Vaucuey. No; there is much about the Trade Agreements Act 
that I personally do not subscribe to. 

Senator Martone. Do you think workingmen and small investors 
of this: Nation are protected under it? 

Mr. Vauouey. I think a good illustration of that perhaps is the 
fact that we and other industries now are already being hurt. 

Senator Martone. At the risk of being repetitious, I am going to 
read again what Secretary Dulles said about that. 

He made a good witness. I did not get to question him and I am 
promised that he will be back. 

This is the ninth year I have been here and I have continually tried 
to establish the point that we changed the principle of protecting in- 
vestors and workingmen in this Nation through the 1934 Trade Agree- 
ments Act; that up to that point the duty had always presumed— 
some mistakes were made of course—to represent that difference, cost 
of production here and in the chief competitive country on each 
product. That is right, is it not? 

Mr. Vaucuey. Yes. 

Senator Matone. In the 1930 act it was pinpointed that the Tariff 
Commission on its own motion or magonys request could hold a hear- 
ing on any product, whether it be oil or zinc or any other product and 
determine the difference in cost. They had no alternative. 

They did not consider an international situation, influential friends 
or combating enemies or the different relationships in this country 
between the industries. They had only one criterion, fair and rea- 
sonable competition. Isn’t that what you are looking for now? 

Mr. Vaucuey. Exactly. 

Senator Martone. Then they could adjust the flexible import fee to 
meet whatever they felt was needed. They were limited to 50 percent, 
which was plenty in 1930, but since that time we have had about 50 
to 60 percent inflation which lowers the fixed duty to that extent. 
Understand that, don’t you? 


Mr. Vaueueyr. That is right. 

Senator Martone. Then there has been 25 percent leeway for the 
Executive to operate under the 1934 act and in many products, he has 
exercised both of them, that makes an even larger reduction, so that 
if the Trade ent Act were to expire 50 percent might not prove 
enough now. But that could be easily removed by the Congress and 
just have it on the basis of fair and reasonable competition. 

. But we changed the principle by the passage of the 1934 Trade 
Agreements Act and transferred the constitutional responsibility of 
the legislative branch (under art. 1, sec. 8 of the Constitution) to set 
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these duties and regulate foreign trade to the Executive, and gave 
him these additional political factors that he could consider. You 
understand that ¢ 

Mr. Vaueuey. | know that has been done. 

Senator Matone. And regardless of what the Tariff Commission 
might determine to be the proper place for the duty or peril point or 
escape clause, the President’s decision is final. You understand that. 

Mr. Vavueury. I believe so. 

Senator Martone. He may or may not consider what the Tariff 
Commission or any other agency tells him. Under that. 

Mr. Vaueney. Yes. 

Senator Matonre. A member of this committee asked Secretary 
Dulles, “Do you agree there is authority in the act to trade away an 
American payroll to serve an international purpose if it causes injury 
to that American payroll ¢” and the Secretary answered, very straight- 
forward and honest—the first real honest witness I have ever heard 
on the 1934 Trade Agreements Act, “Yes, conceivably so, yes, we do 
a lot of other things, sir, which do a great injury to American people 
to serve an international purpose.” 

Then he goes on to say, asked further about it, “I think that is 
interpreted, sir. I am not a great expert on these matters to mean 
injury to industry as a whole but not necessarily injury to every par- 
ticular concern in that business.” 

In other words if the petroleum industry as a whole were injured, 
conceivably it might apply, but we know when only a part of it was 
really injured economically then he says that that is not applicable. 

Now, further questions were asked, and he said on whether or not it 
was supposed to protect domestic industry, “I do recognize,” Secre- 
tary Dulles says, “That the competition, whether it is domestic or 
foreign” —he puts it on an equal basis—“does injure and it injures first 
the weaker and less economical wnits in industry.” I suppose the 
independent companies being smaller would be the weaker companies 
in the business; would they not? They would be the first to be 
injured. 

Mr. Vaveney. Quite possibly. 

Senator Matonr. I am very much interested in your testimony. 
There is no quéstion—there could be no question in anybody’s mind 
but what you are injured—the question is how to get the relief. As it 
stands now it is up to the President to determine solely by himself 
whether or not there is an injury that he should correct. 

Now Mr. Vaughey, I do not know how much you have studied this 
whole question. I do know in 1948 I addressed one of your organi- 
zations down in San Antonio, Tex. There was a lot of competition 
that night but I want to say for your benefit now, I foretold what has 
now happened to you. 

No one was listening to it because it hadn’t happened yet. 

Mr. Vavuerey. I distinctly remember your being down there. 

Senator Matonr. I remember what I said, and that is—— 

Mr. Vaveury. I do, too, Senator. 

Senator Matonr. That is that you would finally come to Congress 
trying to get legislation to enable you to live if you kept that up, be- 
cause none of you were paying any attention to anything; you were 
going along supporting the London bankers phrase “reciprocal trade.” 
It was working wonderfully well. 
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Mr. Vaveney. You may be doing an injustice to say that we all 
were. 

Senator Matone. I am talking about your official representation, 
if you do not mind. 

Mr. Vaueney. I don’t mind. 

Senator Martone. And I want to say something about your official 
representative here. It has been very fine. He is one of the finest 
men that I know. Lots of times if you would let him alone to follow 
his own nose, you would be doing better. 

Mr. Vavueuey. We have been so told before. We have a very high 
regard for him too, Senator. 

Senator Matone. Do you understand that trick organizations have 
sprung up all over the world to prey on the United States economy 
and its industry, upon the basis of this act and that is the only way 
they could. They are all very busy because we have put our markets 
in the pot. If we do not have our markets in the pot, there is no game. 
You have been through all that in the oilfields? 

Mr. Vavucuey. Yes. 

Senator Matonr. If the boy wins all the money and walks away, 
there is no game. But if he comes back in the game, there is a game. 
It is the same way in the sheep and cow catches, I might say. 

This General Agreements on Tariffs and Trade in Geneva is one of 
the trick organizations that has sprung up with this act as a basis. 
There are 34 nations in it and we know that with our markets in it 
they are always dividing up the whole business. They work on a 
multilateral basis with escapes of various kinds and they all escape 
but us, I might say. 

They have this matter in their hands now when a trade agreement 
is effected. Of course, they are not really trade agreements at all. 
They are agreements to lower tariffs on certain proc ucts here and in 
that particular country. 

Then we also have the most-favored-nation clause so that every 
nation in the world has the same advantage as the nation with which 
the trade agreement is made, and often they make a trade agreement 
with a nation that is comparatively a light producer of the product, 
so it does not attract much attention; then the most-favored-nation 
clause makes it applicable to all nations. That is another trick. 

GATT is waiting there now ready to proceed if our markets stay 
in the pot. If this act is not extended, our markets are withdrawn 
from the pot, and we go back to the 1930 Tariff Act on the basis of 
fair and reasonable competition. Any agreements that are already 
made remain in effect. until the President himself cancels them, then 
they revert to the Tariff Commission. 

But the first step to get back to sanity in this market business is 
to let this act expire. 

The U. N. Assembly passed a resolution not long ago creating 
another worldwide organization to complete the division of the 
markets of this Nation with the nations of the world. 

Several of these trick organizations have mentioned the basis of 
“entitlements of consumption.” 

That is not quite clear to a southerner or westerner. Trying to 
think it through, it can only mean on the basis of population. 

The International Trade Organization was presented here, based 
on all this business, and this Congress turned it down. 
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Immediately the State Department formed an International Mate- 
rials Conference to do the same thing and went right ahead, right 
on the basis as testified by Secretary Dulles, and I do want him to 
come back for one reason, so I can commend him on his straightfor- 
ward testimony. 

You have an amendment here which you are for, introduced by 
Mr. Neely for whom I have a high regard, that takes a swing at all 
industries that are necessary for national defense in a simple state- 
ment and then goes on and figures 10 percent for petroleum, but 
nothing for anyone else. 

It just simply says that they may consider all of the industries. It 
doesn’t say in what regard. Now in Senate bill 400-—— 

Mr. Vaueuey. May | interrupt you? 

Senator Martone. Yes. 

Mr. Vaueuey. I was very much interested in the exchange that 
you and Senator Daniel had on that point. 

In my thinking I do not believe that in subscribing to that amend- 
ment which specifically mentions petroleum, I don’t think really that 
we are just taking care of ourselves. 

I think that petroleum covers such a broad phase of American life 
that a great many people are affected by it other than those engaged 
in the petroleum business, so many other industries are so closely 
interrelated, so many people are dependent upon it for their comfort 
and their welfare in science and the professions that I don’t feel that 
we are speaking of it, we are just taking care of only one commodity 
in so doing. Of course most important, I would be the last one to 
be out there waving the flag if I didn’t believe that it literally was 
in the interest of national defense. 

I recognize that what you said this morning that there perhaps 
are some commodities that might be endeavoring to duck under that 
umbrella, under the guise of it being essential to national defense. 

Fortunately we don’t have to do that and I know there is no differ- 
ence in your thinking and in mine on that. But we do know that 

troleum and the byproducts of petroleum have been critically needed 
in the past and they are essential and will always be essential to our 
national defense. 

Senator Martone. I think you are exactly right and you are a little 
closer to this. 

But I will name a few that maybe you will recognize. 

Your zinc, your lead, your vanadium, and your tungsten. 

There are 77. I will not mention all of them, but I will see that you 
are furnished a copy of the report so that you will see immediately 
that you could not defend this country at all without them. You can’t 
any more do without them than without petroleum. 

Mr. Vaueney. Certainly there are others. 

Senator Matonr. Manganese. That has suffered the same way. 
It is relatively so small in regard to petroleum. It is not a bulky ‘abe 
uct. About 13 pounds of it to a ton of steel. 

You can’t make a pound of steel without it and we get now about 
half our consumption annually from India as a result of this 1934 
Trade Agreements Act. And you could not get a pound of it after 
the war started. That is probably what Harry Dexter White had in 
mind when he wanted us to loan $10 billion to Russia. 
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His letter is in here and the Secretary’s letter to the President and 
the President’s announcement to the public—if we had loaned that 
£10 billion and closed up our business here, kept the oil in the ground 
like Mr. Ickes always wanted to do, saved the manganese and saved 
the tungsten, all of which we have more known reserves now than we 
have ever had, of course we would be entirely dependent on Russia 
now. So all they would have to do is to stop the supplies coming in 
and whip us easily. 

I want to say to you further, Mr. Vaughey, I like your looks and the 
way you operate and the way you talk. I have been watching this 
thing for a long time—I watched this brought in at the end of World 
War I by Mr. Wilson because he said we had to defend Europe, Asia, 
and Africa to get these critical materials. That was as phony as a 
$3 bill: 

But we fought three wars for that reason. He also said if Germany 
controlled Europe, we are next. Well, we destroyed Germany and we 
built up sealed else. Of course that was a phony one. We live b 
catchwords and phrases. We are living by them now. That is all 
1 am trying to bring out in this cross-examination. I have been here 
on the average of aan 8 to 9 hours a day now for a couple of weeks 
and I intend to stay just as long as anybody will talk because I con- 
sider the extension of the Trade Agreements Act is the most dan- 
zerous thing there is not only to the economy of this country but to 
the national defense and the workingmen of this country and the small 
investor. 

It doesn’t hurt a large investor who can invest in foreign nations 
and import the stuff here, but when the showdown comes he will 
be destroyed with the rest of us. 

Mr. Vaueney. I recognize your objection to the word reciprocal 
because it is a misnomer. It does not belong in there and it does not 
work that way. It is a one-way street and we in the petroleum indus- 
try are feeling the lash of it. 

Senator Matong. Of course you know according to Mr. Dulles’ testi- 
mony nobody ever said that the topmost objective was reciprocal trade. 
The top objective was to save these other countries economically. His 
testimony is very fine. It will do you good to read it when you get 
around to it. 

Mr. Vaueuey. If I might say so, that part of what you are saying 
there does have application to our problem or the things that have 
caused our problem to exist as it does a and that is that the few 
companies, comparatively few companies, that own most of these for- 
eign reserves, are incorporated wichee our laws and of course are do- 
miciled in the United States. In obtaining these foreign concessions, 
the problem is different from buying a commercial lease in the United 
States from a landowner or farmer. In order to get these concessions 
they have had to make some pretty long deals to the point of including 
the Government from whom they get that concession. The Govern- 
ment retains an interest in the oil produced and sold from that prop- 
erty so there is a double incentive. 

hat foreign government is being benefited by the sale of that oil. 
That oil is also being produced at a price and being brought into this 
country in quantities that we can’t hope to compete with. 

So it is an unnatural and an unreal thing. It can’t continue. And 
when they talk to me now about continuing the voluntary program 
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and giving the program a trial as though this has not been done before, 
I think it is time to call a halt and take off the kid gloves and call a 
spade a spade. 

Senator Martone. You are exactly correct. Mr. Holman testified 
here. That is not the first time’a committee of Congress has heard 
it but it is the first time I heard it in this committee. A witness from 

a subsidiary of Standard Oil of New Jersey testified before the Min- 
wa Materials, and the Fuel Economic Subcommittee of the Insular 
Affairs Committee that they should be allowed no duty or quota, as 
my amendment to the 1930 act had implied but that they should be 
allowed to determine voluntarily what was good for the country, how 
much should be imported, and how much should be produced here. I 
thought he was joking at first. 

I said wouldn’t that be fine if we just extend that to all other 
importers of foreign products, this would be an additional incentive 
for our big producers to go to foreign countries, Europe, Asia, or go 
anyplace besides here and invest their money and put domestic in- 
dustry out of business. 

We have before this committee a bill that would lower the income 
tax 14 percent if you had it invested in another nation away from this 
country. 

That will be before Congress in just a little while and we are seri- 
ously considering those things. 

So it could be that in 15 or 20 of your companies together, you 
could go over there with them, join them. 

Mr. Vauenry. That’s another thing. When they talk about vol- 
untary controls, even if you in a utopian way, you were of the opinion 
that you could get all the importers as they now exist to agree to the 
volume that should be brought in it still doesn’t preclude the potential 
importer, the fellow who is not yet an importer but who is aspiring 
to be. 

A great many don’t import only because they don’t have the material 
to import. Those fellows have a distinct tax advantage. They can 
deduct the taxes paid to the countries where they produce the oil 
before they bring it over here. 

Senator Martone. This committee found a coincidence, that the 
amount of money that was deducted abroad in depletion and other 
deductions to be exactly equal to the tax due to this country so we did 
not get any tax. 

Mr. Vavenry. That depletion that you mentioned several times this 
morning, you know that that was created for a constructive purpose 
and has worked very successfully over a quarter of a century in 
creating the tax incentive that will permit people with venture capital 
to go out and look for oil and gas, 

Not only has the fellow fortunate enough to have this benefited by 
this but the public in general has. 

Senator Matone. That is right. In the safety and economic struc- 
ture of the Nation. 

Mr. Vavenry. That should not be passed on in my judgment to 
these foreign operations. 

Senator Marone. Asa matter of fact in the mineral depletion allow- 
ance that we raised from 15 to 23 percent, we confined that additional 
15 and 23 percent depletion allowance to the United States, and T am 
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inclined to agree with you that perhaps it ought to be reexamined on 
that basis. 

There are two bills before this committee S. 400, S. 404. One is 
exactly like the Neely bill except it takes in all critical and strategic 
materials and states exactly how to determine the tariff. 

In the first place the tariff would be determined on the basis of fair 
and reasonable competition, but using the landed duty paid price in 
the absence of better evidence. 

And then there is a provision, skipping several of the provisions 
which will be in the record : 

The Authority, in the manner provided for in subdivisions (c) and (f) in this 
section, may impose quantitative limits on the importation of any foreign article, 
in such amounts, for such periods, as it finds necessary in order to effectuate 
the purposes of this Act. 

The bill S. 404 is exactly like this bill except 400 is limited to 
strategic and critical materials. 

S. 404 applies to every article in the United States and would con- 
tinue the basis of fair and reasonable competition on every article 
produced in the United States. 

Of course you understand that 50 to 60 percent of the articles never 
have had a duty, but whenever we produce any considerable quantity 
the Tariff Commission can, under this bill, take it away from free 
trade or put it on the list where tariff duty is charged, and will do 
for every product in the United States just what you propose to do 
here with the Neely amendment, except they have no leeway. 

They can do it with the duty. They can also do it with the quanti- 
tative limits, import quotas. 

Wouldn’t you rather consider a bill that would take into considera- 
tion the economic structure of this Nation? If you were to get out 
of the oil business, or your son wanted to go into some other business, 
he could then say to you: “You can furnish me some capital. This 
is the law. This is the principle laid down by Congress. I cannot 
be hurt by foreign imports. I only have to consider getting my busi- 
ness competing with domestic investors and producers.” 

Wouldn’t you favor some approach like that? 

Mr. Vavuenuey. Senator, I would have no disagreement at all with 
that approach. I want to try to make my record clear before I leave 
that, and that is this, that in endorsing the Neely amendment, as 
our association and these other associations have done, we have done 
that for sake of expediency, but more than expediency. Senator 
Daniel touched upon it this morning. The quota route would give 
us a specific formula that we know we could at the present time 
live within, because historically we have lived within that percentage 
in the past. 

Now there is a question in my own mind—and this does not discredit 
your tariff theory at all—because I think fundamentally it is sound. 

There is a question in my own mind that exists as to whether or 
not by the tariff route if we were able to to go that way now, it would 
be ible to obtain a sufficient tariff to give the domestic petroleum 
industry the protection that is necessary if we are to survive. 

I say that because of some of the dramatic figures that were used 
here this morning illustrating the wide difference in cost betweén the 
financing and producing of that oil over there as against our domestic 
production. 
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Senator Matong. Now, Mr. Vaughey, this same amendment has in 
it the paragraph I read which is almost exactly like your own, except 
it doesn’t set the 10 percent, and you admit yourself you don’t know 
whether it ought to be 10 or 9 or 12. 

Mr. Vaucuey. It is not quite that way. 

Senator Matonr. Explain how you know. 

Mr. Vaucuey. Understand 

Senator Matong. Any restriction will help. 

But how do you know what is right? 

Mr. Vavueuey. I think it might be interesting to attempt to explain 
to you and for the benefit of anyone else who might be interested that 
10 percent is not just an arbitrary figure picked out of the air. That 
is a historical average that prior to the time we found ourselves in 
difficulty we were living with. For that reason we have used that 10 
percent. I don’t mean that that necessarily would be right for all 
times. 

( Discussion off the record.) 

Mr. Vavueuey. I will finish that statement by saying that I am not 
attempting to represent that for all time to come that that percentage 
necessarily would be the percentage that we would have to maintain. 

It would be subject to adjustment. 

Senator Matone. Then you do make a weak effort there to allow 
the Executive to determine how much ought to come in if it should 
change. My point to you is going to be this, that no tariff or no quan- 
tity can be fixed for the future because the economic measuring of 
tle economy between the countries, the chief competitive country and 
this country, changes continually and the proportion of production in 
every material in the United States can change on a basis of business, 
so that what is right today may not be right in 6 months or a year. 
But if you leave it to a Tariff Commission that knows exactly what 
they are to do when it is set down in the law, they have a specific order 
to do it and they know how to do it. 

It is like the Interstate Commerce Commission. Years ago—maybe 
you are not quite-old enough to remember it, but I do. I remember 
all these jokers clear back to Mr. Woodrow Wilson when he put us 
in a war because we did not have critical materials in the Western 
Hemisphere. 

For a while he kept us out of war. Somebody elected him. I didn’t 
vote for him, but somebody did. When he had been elected 6 months 
1 was on the way to France with a battery of field artillery. 

We had three wars on that basis. So we learn the hard way. But 
for the present if the people of this country understood it 98 percent 
of them would be against this act. But they don‘t understand it. If 
you lay down a principle to a Tariff Commission that knows how to 
do the work, the situation changes and they can hold hearings and 
change it. 

This tariff-fixing setup doesn’t come back to Congress in congres- 
sional committees, except if a special bill is introduced. Under the 
1930 Tariff Act nothing comes back to this committee unless it comes 
back to Congress, and then to this committee and the Ways and Means 
Committee of the House, then they can consider it. They can’t con- 
sider it as an all-over tariff bill. ey quit doing that because they 
saw it had to be done on a principle. 
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It it is done on a principle, suppose that in 6 months or a year the 
situation changed. The Tariff Commission can hold hearings, and 
change it on the basis of fair and reasonable competition, not on the 
basis of buying some Nation’s loyalty in Europe, Asia, or Africa or in 
trying to arrange a better situation between agriculture and manu- 
facturing and mining in this country. sae 

The latter is what this 1934 Trade Agreements Act says. It injects 
all this business into it. If you get this act extended with your amend- 
ment in it it will still be in the hands of the State Department and 
the GATT, General Agreement on Trade and Tariffs, the Assembly 
organization U. N., International Materials Conference, and all these 
trick organizations that are working while you sleep. 

But if you don’t extend it they fall on their face. I am sure, under- 
standing you and your method of cote business, you would prefer 
that they do pass out of the picture, wouldn’t you? 

Mr. Vaucuey. I would. I have no fault with your philosophy or 
your reasoning or your objective. 

If you can accomplish it, why more power to you. 

Senator Maronez. I can’t do it alone. I have to have some help 
from the industry. 

Mr. Vaueuey. I recognize that. you can’t do it alone. 

Senator Matonz. If the businessmen of this country, the working- 
men, and the investors of this country would stand up and be counted, 
it would not last 10 minutes. Butif they don’t stand up and be counted 
they will be strangled from now on, and I peagict for you not a very 
prosperous future under it, regardless of whether you are able to ap- 
parently save yourself by coming in here and if you get your amend- 
ment, of which I am very doubtful. 

Do you have any further statement? 

Mr. VAaueuey. I don’t have any further statement except that I 
don’t like your last line that our only interest is saving myself. 

Senator Matonz. I did not say that. If I said that I want to change 
it. on you are coming in here saving ourselves and doing noth- 
ing else. 

Mr. Vavcuey. There is no disagreement then. We are coming in 
here trying to save ourselves. We have had a big enough problem on 
our own hands that perhaps it is temerity that causes us to think that 
maybe we can do much more than fight for ourselves at the moment. 

t will not preclude us from giving you or someone like you support 
on something you are trying to do on down the line if this fails. 

Senator Matonr. The textile industry, the crockery industry, the 
mineral industry—there are so many minerals—the machine-tool in- 
dustry, there are 56,000 products in there, all are affected by this act 
and the objective was to affect them when this thing was passed. It fol- 
lowed by less than a year the political approach to destroy this Nation 
and that was the recognition of Communist Russia without any safe- 
guards whatever. 

Tn less than a year an aet was passed that would allow one man to 
destroy any industry in this country and remake the industrial map 
of the country. The economic approach to destroy, and that is just 
about it. I guess you will agree with that. 

ak Vaueney. It is these inroads that have us alarmed-and con- 
cerned. 

Senator Martone. Does it hurt you? 
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Mr. Vaueuey. Certainly has hurt. 

Senator Matonr. How long do you think you can last under it if 
they just continue to increase imports? 

Mr. VAveney. It is a matter of speculation. I will quote Senator 
Daniel again because he expressed a thought that I have had so many 
times myself. It isn’t a question of only being alarmed at the degree 
to which we have already suffered but it is our apprehension about 
the future, because if we are hurt now what can be in store for us could 
make this look a penny ante. 

Senator Martone. I understood him to say you are down to 18 days 
production in Texas. 

Mr. Vaueury. Yes. 

Senator Matonr. 18 days out of 30 days—— 

Mr. Vavueuey. It doesn’t sound very reasonable when they have 
the productive capacity and can and are able to produce it. 

Senator Martone. A major company that is producing in Texas 
and producing in Saudi Arabia can show an overall profit. 

Mr. Vauecuey. They have a distinct advantage. 

Senator Maronr. They can write off the losses in this country from 
the profit in the other country. . 

Mr. Vaueuey. Of course, Biinitie’ that is why the voluntary route 
has not any more chance than the proverbial snowball of succeeding. 

They do have—and I don’t find fault with them for having—more 
than a mild interest in making it back. They can make money by 
bringing in that foreign crude into the east coast, more than we can 
make by producing in the Western States. 

That is why you can’t solve that except by legislation. 

Senator Martone. Would you agree that the 1930 Tariff Act that 
would include all the national-defense products, and on a definite 
method of doing it, should be superior to the Neely bill which gives 
lipservice to all of them and then definitely tells how to fix one. 

Mr. Vavenry. I think that would be a constructive move. 

Senator Martone. Suppose you had the same bill apply to all prod- 
ucts on the basis of fair and reasonable competition, understanding 
that 50 to 60 percent of all products have never been under a tariff 
and probably never will be and only will be if they have substantial 
production in this Nation. Wouldn’t that even be better? 

Mr. Vavueuey. I certainly would not begrudge any other commod- 
ity or any other industry the same thing that we are asking for. 

Senator Matone. I am going to make one final observation; the 
reason you are all getting whipped and have been for 20 years is 
because you have not gotten together on a principle. I am friendly 
to you. 

Mr. Vauenry. I know you are. 

Senator Matonr. I addressed your organization. I went to Chi- 
cago and addressed the American Petroleum Association. 

Mr. VAuenry. I would like to have you back some time, too. 

Senator Matonr. I know what that takes because we have one lone 
oil producer, one lone oil well in our State of Nevada. 

They are drilling very liberally out there and I suppose writing it 
off under the depletion allowance, and many geologists now say that 
it is practical, although they used to say you could not possibly get 
an oil well in a voleanic area. ; 
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As long as they found them in volcanic areas in Utah and other 
places they say there is a great possibility of substantial oi] production 
in the State of Nevada and all through that mountain country. 

I hope so. But whether we do find it or not, what I believe about 
your industry is not only the necessity of it in national defense but 
that it is a substantial part of our economy, and when you put a $15 
or $18 a day oil worker out of business by competition from foreign 
countries, you are putting a man out of business that probably already 
owns an rena and a radio, if he is married and he has a family, 
and his house is well furnished and he is living well and his kids are 
going to school. But you are destroying, you are really destroying, 
the ability of this country not only to defend itself but to hold its 
standard of living, which is just as important in the long run, and if 
we go down that way, we will probably end up with the kind of a 
Government we think we are fighting. 

That is one of the objectives—to destroy us economically. So I am 
sympathetic with you. 

I know every member on this committee is sympathetic. But don’t 
you think sometime we will have to face it ? 

“ Mr. Vaveney. Yes; I do. 

Senator Matone (presiding). Thank you. 

This committee will stand adjourned until 10 o’clock tomorrow 
morning and the list of witnesses will be furnished anyone upon 
inquiry. 

The following statement was inserted in the record on March 17, 
1955, by Senator Frank Carlson :) 


STATEMENT OF Ropert L. WILLIAMS, REPRESENTING THE KANSAS INDEPENDENT OTL 
AND GAs ASSOCIATION 


My name is Robert L. Williams. I am an independent oil producer of 
Wichita, Kans., and I submit this statement as a representative of several thou- 
sand independent oil producers and small investors in the Kansas crude-oil 
industry who are dependent upon a demand for a sufficient qualtity of domestic 
crude-oil production which will permit them to continue their operations and 
investments on a reasonably profitable basis. 

The oil and gas industry is the second ranking industry in Kansas, exceeded in 
dollar volume only by agriculture. Kansas is the fifth ranking oil producing 
State in the Nation—exceeded in daily production only by Texas, California, 
Louisiana, and Oklahoma. Thus, the future of the Kansas oil industry is impor- 
tant, not only to the State of Kansas, but to the economy and safety of the Nation 
as a whole. 

I wish to recall to your attention the chart submitted in the record to this 
committee on Friday, March 11, by Mr. Eugene Holman, chairman of the 
board, Standard Oil Co. of New Jersey, which graphically portrays the static 
position of Kansas oil production for the past 8 years at approximately 100 
million barrels per year. This chart does not disclose that national consumption 
of crude oil has increased more than 40 percent during this same period, nor that 
unrestricted imports of foreign oil have increased by 140 percent. Obviously, 
then, our Kansas proration department has been unable to increase the allowable 
rate of crude oil production in the State during these past several years as 
imported oil has acquired the market created by the expanding national 
consumption. 

The Kansas per-well allowables have already been reduced to an irreducible 
minimum allowable (barring another complete shutdown similar to October 
1953) of 25 barrels daily, which does not permit the small producers and small 
investors sufficient profit margin to adequately expand their exploratory opera- 
tions in the search for new oil reserves, nor does it encourage the development 
of known oil reserves. 





1356 TRADE AGREEMENTS EXTENSION 


If imports of foreign oil are restricted by congressional action, thus eliminating 
a portion of this unfair competition, Kansas would receive a share of the 
accumulative increased domestic demand for crude oil over the past several 
years and also a part of any increase or deerease in future national demand. 

The subsequent increased allowable rate for the Kansas wells would then per- 
mit the small independent producers to initiate more aggressive exploratory 
programs which would contribute to the economy of Kansas and make available 
more of the State’s oil resources in peace or war. ‘This would be in the best 
interests of the national economy and national defense. 

Conversely, if imports of foreign oils are not restricted by quotas imposed by 
Congress, the small independent producers of Kansas, who in the past have dis- 
covered the preponderance of new oil fields in the State, will be faced with the 
danger of ever-increasing imports of foreign oil, and our State’s alowable produc- 
tion must necessarily be reduced. Only the major oil companies, particularly 
the five large importing companies who also produce substantial quantities of oil 
in our State from oilfields usually discovered by an independent producer, and 
possibly the larger and stronger independent companies, could well survive such 
a condition of a further reduction in allowable production. The small producers, 
who must be relied upon to discover the largest percentage of this Nation’s future 
oil reserves, many of whom are already burdened with financial arrangements 
that require minimum monthly payments from their crude oil runs, would not 
be in a healthy position to risk capital in the search for new oilfields or develop 
their proven fields. 

It becomes readily obvious that congressional action in imposing quotas on 
imports of foreign oils is both desirable and necessary in the interests of the 
national economy and national defense. 


(Whereupon at 1: 35 p. m., the hearing was adjourned. ) 
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WEDNESDAY, MARCH 16, 1955 


UnIrep Srates SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) pre- 
siding. 

Present: Senators Byrd, George, Kerr, Martin, Malone, Carlson, 
Bennett, and Johnson (Texas). 

Also present: Elizabeth B. Springer, chief clerk. 

The Cuamman. The meeting will come to order. 

Mr. Max Berkowitz, Director of the National Authority for the 
Ladies’ Handbag Industry, who was scheduled to appear today, is ill. 


In lieu of his personal appearance his written statement will be placed 
in the record at this point. 


(The statement is as follows:) 


STATEMENT MApE BY Max Berkow1Tz, Direcror, NATIONAL AUTHORITY FOR THE 
Lapies’ HANDBAG INDUSTRY 


Mr. Chairman and gentlemen, my name is Max Berkowitz, I am the director 
of the National Authority for the Ladies’ Handbag Industry, a national trade 
association comprising 225 manufacturers of ladies’ handbags. 

I would be remiss if I did not at once state that further reduction of tariff 
rates on handbags would cause irreparable harm and undue hardship to an 
ailing industry. 1 want to be thoroughly realistic and advise you in the most 
forceful and forthright way that I know—that the handbag industry lives in 
constant fear and dread of. imported handbags and that nothing should be done 
to aggravate or intensify a very sensitive and dangerous area. 

In a written statement, previously submitted, which I trust you will have 
an opportunity to read, we reviewed the factual and statistical] data concerning 
the handbag industry. It is unthinkable to us that in the light of the substantial 
tariff. rate reductions already effected, and the increased imports of handbags 
coming into this country, that there be any legislation which could consider any 
further reduction, however slight. 

The rate of duty on baskets and bags made of bamboo and wood is 50 percent. 
In 1943, as a result of a trade agreement with Mexico, they were reduced to 25 
percent. However, on January 1, 1951, United States terminated the trade 
agreement with Mexico on bamboo and wood baskets and bags and restored 
the duty te 50 percent. 

In 1953, we imported 9,026,000 bamboo baskets and bags valued at $975,000 
and 14,395,000 wood baskets and bags valued at $1,733,000. Taking the bamboo 
and wood combined, we imported 23,421,000 units. This was at the 50 percent 
rate of duty. Let us compare these figures with the 1949 statistics when the 
rate of duty was 25 percent. In 1949, we imported 5,265,000 bamboo baskets 
and bags valued at $493,000 and 14,688,000 wood baskets and bags valued at 
$505,000 ; or a combined total of 19,953,000 units. In other words, even though 
the rate of duty was 50 percent in 1953, we imported over 3 million more. units 
than we did in 1949 when the rate was 25 percent. 


1357 
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In the last 4 years a good part of these bamboo and wood baskets and bags 
have been used as handbags. We have no way of knowing how many because 
there is no segregation by types or kinds. But we do know a substantial 
number are handbags and are very popular, and more widely used each spring 
and summer. 

Everyone of these bags displaces a handbag that would have been manu- 
factured in this country. Formerly, the domestic industry manufactured white 
handbags, and pastel shades, and novelty handbags for the spring and summer 
selling seasons. With the advent of the bamboo, straw, and wood baskets and 
bags, the domestic manufacture of whites and pastels are down to an insignificant 
quantity. 

We would like to note that of the 14 million wood baskets and bags imported 
in 1953, over 8 million units came from Japan. It is staggering to think what 
might be expected if there were to be even the slightest reduction of the 50- 
percent rate of duty. 

The rate of duty on leather handbags is 20 percent. The rate of duty on 
reptile handbags is 1714 percent, with Cuba having a preferential rate of 14 
percent. In 1938, the rate of duty on leather and reptile handbags was 35 per- 
cent. Since 1939, both of these commodities have been reduced—reptile handbags, 
a 50 percent reduction—leather handbags, a 43 percent reduction. 

We honestly, sincerely, and frankly believe this is rockbottom. We dislike 
being pessimistic, we hate to be a prophet of doom—but stark realism dictates 
we can only come to one conclusion—the bankruptcy of the domestic handbag 
industry, should there be any reduction, however slight. 

The handbag industry in the past few years has been in the throes of a 
depression. There are many insolvencies, there is much unemployment, and 
undercapitalization is most common. Many a firm is hanging on by a thin 
thread, one step removed from bankruptcy, only because the creditors appreciate 
this drastic step results in great loss to ail concerned. 

In a large measure imports of handbags is responsible for this deplorable 
condition. Unquestionably, the excise tax on handbags has been a contributing 
factor. But it is the imports, and the imports alone, which create a paralyzing 
fear that strikes the very foundation of the handbag industry. This fear, 
psychological in part, is mostly founded in fact. 

When a handbag buyer of a large buying office or retail store tells a handbag 
manufacturer, he is going abroad to buy handbags and that domestic commit- 
ments will have to await his return, this is real cause for concern. With the 
import statistics of leather and reptile handbags showing a definite steady 
increase from $749,000 worth in 1949 to $38,389,000 at import value in 1953— 
this is more than something psychological to worry about. When you consider 
the French handbag manufacturer gets an 80 percent rebate on social charges 
on handbags shipped to the United States—this is a decided advantage that 
undermines the domestic manufacturer. In addition, and of great significance, 
is the fact that the French, the Italian, the Cuban, and other foreign employees 
receive considerably less than the American handbag workers, both as take- 
home pay and fringe benefits. 

The New York State, Department of Labor, Market Review for Oetober 1954 
shows that the average weekly earnings of production workers in the handbag 
industry in New York City for August 1954 was $51.11 for an average week of 
36 hours. This does not include the fringe benefits, which adds at least 10 
percent more to this average wage. How does this compare with employees in 
the foreign handbag industries? The information we have is that in England 
the average wage is $25; in France, $20; in German, $21; in Italy, $35; and in 
Cuba, $15 for a workweek of 48 hours. 

Is all of this frightening to the American handbag manufacturer? 

We have not entered into the broad general considerations of foreign economic 
policy. Frankly, the economic and political overtones are beyond us and we, 
therefore, have left this field to the experts and economists who have appeared 
before you. 

But what we do consider ourselves expert on, is the effect tariff rates have on 
the handbag industry. We are certain that any reduction of rate would under- 
mine the domestic industry and jeopardize the livelihood of some 20,000 Ameri- 
eans. This should not be taken lightly. 

The ladies’ handbag industry in the United States most earnestly requests the 
Government not to lower tariff rates on handbags. Further reduction would mean 
a flood of imports, at a time when the economic health of the industry is weak 
and very susceptible and sensitive to the slightest change. 
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We, therefore, suggest that H. R. 1 be amended to contain a list of commodities 
which would be excepted from future tariff-rate reduction; that, on this list 
handbags be included, among other commodities which have reached a point 
below which no further reduction could be made. 

Westrongly urge your serious and favorable consideration of our proposal. 


Senator Jounson. Mr. Chairman, during the course of our hearing 
on the proposal to set a quota for imports of oil into the United States, 
three of my constituents were unable to make their statements orally 
for the record because prior witnesses ran beyond their expected 
time. 

I was not then present at the committee hearing because of the 

necessity of my being on the floor of the Senate. In view of this 
fact, I wish now to submit the statements prepared by these constit- 
uents and to ask that they be incorporated in the printed report of the 
hearing at the appropriate point in the testimony regarding oil im- 
vorts. 
The statements are by H. P. Nichols of the East Texas Oil Associa- 
tion, Robert L. Foree of the Texas Independent Producers & Royalty 
Owners Association, and R. M. Wagstaff of the West Central Texas 
Oil & Gas Association. 


STATEMENT oF H. P. NICHOLS, EXECUTIVE Vick PRESIDENT, EHAst TExas OIL 
ASSOCIATION 


(This statement was to have been presented by Mr. B. J. McCurdy, Jr., of Fort 
Worth, Tex., president of the Past Texas Oil Association, but his health prevented 
his appearance. Mr. McCurdy operates extensively in Texas, Oklahoma, and 
New Mexico). 

My name is H. P. Nichols. 

I am a resident of Tyler, Tex. I am speaking for the Bast Texas Oil Asso- 
ciation, of which I am executive vice president, and for myself as a producer and 
royalty owner in several counties in Texas. 

I am, and have been, in the drilling or producing segments of the oil business 
for more than half a century. I have never been in any other business. My 
experience is actual, not superficial. I gained my knowledge of drilling and 
producing in various oilfields of Ohio, West Virginia, Pennsylvania, Illinois, 
Kansas, California, Louisiana, Oklahoma, and Texas. 

I feel that I am qualified to answer any question this committee may ask 
regarding drilling and producing oil. 

Domestic oil producers. can go along with the Cabinet committee’s suggestion— 
and I believe we could live happily with it—provided it specifically limited im- 
ports of foreign oil to 10 percent of the United States demand for crude oil and 
products. 

I never question the integrity of any man, but in business matters I insist that 
any agreement be reduced to writing. A written contract leaves no loophole or 
question for a faulty or a convenient memory. I hope this committee will agree 
nino and specify that imports be limited to 10 percent of the domestic demand 
in 4, 

While I was not present to hear the evidence of other witnesses, I am reason- 
ably certain some one or more of them would have you believe that United States 
reserves are not adequate to supply our needs for a long period of years. 

On the question of reserves, let us turn back the pages of history: Following 
World War I, it was said, “We floated to victory on a sea of oil.” 

On December 31, 1953, our reserves were 29 billion barrels. I have not seen 
estimates for 1954, but, considering new fields recently developed, it is safe to 
Say our reserves are about 34 billion barrels of this date and this figure is exclu- 
sive of the Rocky Mountain area. 

The Rocky Mountain area takes in parts of 11 States: Colorado, Wyoming, 
western Nebraska, Montana, North Dakota, South Dakota, Utah, Arizona, Idaho, 
Nevada, and northern New Mexico. s 
_ The United States Geological Survey in speaking of the Rocky Mountain area 
States: “* * * this region offers the greatest potential future oil source in this 
country’s continental limits.” 
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It is my opinion the Rocky Mountain area could within 2 or 3 years add 5 
billion barrels to United States reserves. 

That area in 1954 drilled over 4,300 wells, or more than one-third of the number 
driiled in Texas. Excessive imports will seriously retard the development of 
this vast new oil area. 

The tidelands doubtless carry a large reserve, but since a small depth bomb 
dropped on or near these wells would destroy them, I have not considered that 
area in estimating reserves. 

Oil tankers and offshore wells are easy targets for Russia’s 300 submarines. 
Inland wells are not subject to submarines. 

If this committee is deeply concerned with ample oil for one or more global 
wars, it must see to it that domestic production is not supplanted by foreign 
imports. 

During the early days of World War II, there was a slight temporary need of 
additional refining capacity, but certainly there was ample crude oil. 

Please remember that oil and gas furnish the elements that go into the manu- 
facture of synthetic rubber, another important commodity in war, or peace. 

Give the domestic oil producers ample casing and they can furnish crude oil 
to meet any future demand. But this committee must see to it that the domestic 
industry is kept in a healthy condition. You cannot develop an oil field over 
night—it takes several years. 

Russia undoubtedly has an atomic or hydrogen bomb, and 4 or 5 of these bombs 
dropped at strategic points in the oil fields and facilities of Iran, Iraq, or Saudi 
Arabia would eliminate oil from that source. 

I am told that under the present setup, crude oil produced in foreign countries 
can be brought into the United States duty-free under bond, refined here, and the 
refined products exported duty-free to all the world in competition with domestic 
refined oils. 

Trade treaties are fine in theory, but how much prosperity do they bring to 
the native population of those foreign countries is an importr.nt question for this 
committee to determine? 


STATEMENT OF R. L. Forek, TEXAS INDEPENDENT PropUCFRS AND ROYALTY OWNERS 
ASSOCIATION, AUSTIN, TEX. 


Mr. Chairman, gentlemen of the committee, I am R. L. Foree of Dallas, Tex., 
an independent oil preducer, representing the Texas Independent Producers 
and Royalty Owners Association, an industry trade association comprising 
more than 4,000 independent producers and royalty owners of petroleum and 
natural gas in the State of Texas. 

By way of qualification, I am a past president of that association, and during 
the year 1952 servéd as Director of Production of the Petroleum Administration 
for Defense. 

We of TIPRO have joined with other organizations representing domestic oil 
independents, including the Independent Petroleum Association of America, in 
urging that legislative action be taken without further delay to restore to 
domestic producers their historic right to share fairly in the domestic market 
Tor petroleum. Specifically, we recommend adoption of the amendment to H. R. 1 
proposed by Senator Neely and others which would have the effect of restricting 
oil imports to 10 percent of domestic demand. It is our belief that this will 
allow for our importing companies a United States market for foreign-produced 
oil which under foreseeable circumstances could be said fully adequate to supple- 
ment domestic output and which might be essential in preserving their foreign 
holdings. At the same time, under a 10-percent limitation, oil could be said to 
be contributing more than its share toward the objective of expanding world 
trade through liberal importation policies. 

In the light of past performance of the oil importing companies, it seems to us 
imnerative that the Congress now assume the responsibility for assuring that 
a domestic industry so vital to our Nation’s security and economy not be rendered 
inadequate to meet national requirements through excessive imports. That 
has been the historic right of American industries, particularly strategic ones. 
Few if any thinking citizens advocate, in today’s protectionist world, peach > 
donment of all tariffs and quotas. We continue to tame it as a ple 
from which this and other industrial nations have never deviated. 

On petroleum we recognize that principle through a tariff today, but one 
rendered re wa by cireumstances. Because of the growing world oil sur- 
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plus, particularly abroad, the domestic oil industry stands in jeopardy of its 
very life from increasingly excessive imports. : 

Either America should abandon altogether its protective devices against 
excessive imports, which is unthinkable, or it should affirm the policy of reason- 
able enlightened self-interest. The branch of Government charged by the Con- 
stitution with this responsibility is Congress. 

Significantly, recent executive department studies confirm the danger of ex- 
cessive oil from abroad. The record seems to show unmistakably that imports 
cannot be held within supplemental levels without legislative direction, however 
much some importing companies may desire to adhere to such a policy. An 
extension of the so-called Reciprocal Trade Agreement Act without providing 
some legislative limitation on oil imports could, and very probably would, cost 
this Nation its self-sufficiency in petroleum. It could, moreover, undermine our 
entire security program and seriously injure our national economy. 


Untrep States TarIFF History 


I am asking permission to file with the committee for incorporation into the 
record the portion of my testimony which follows. It constitutes our attempt, 
in the fewest possible words, to show that there is no sound basis for the common 
assumption that this or any other nation is committed to a course of freer 
trade today. That lower tariffs and reductions of other trade barriers have 
been our national direction through much of the past two decades, ostensibly 
under the so-called reciprocal trade-agreements program, in no sense establishes 
an irresistible trend—or makes such course sound for the future. Nothing so 
far done contradicts the ages-old practice of regulating foreign trade according 
to the economic interests of individual nations. 

We are not here advocating the abolishment of the program under which our 
tariffs have been lowered in recent years, but rather to bring it up to date—tu 
make it serve the net national interest in periods of goods oversupply as well 
as in abnormal war-prosperity years. 

Without major exception, the United States has moved in the direction of 
so-called free trade in periods of abnormal prosperity, only to return to the inter- 
national practice of reasonable protectionism for vital home enterprise upon the 
return ef economic normalcy, It is this fact which we submit explains the near 
revolt of Members of the House of Representatives on H. R. 1. Con- 
gressmen, being properly sensitive to the needs of America’s large- and small- 
business men, understand even if some others do not the need for protecting 
domestic businesses against imports. 

Tariffs, a term used here to mean quotas and other protective measures, are 
nothing more nor less than economic weapons which nations employ to ward off 
excessive damage to home industries resulting from overproduction in relation 
to effective demand. Tariffs neither originate nor contribute measurably to the 
forces which bring about a contraction of productive capacity. Consequently 
the abolition of tariff protectionism—particularly if it is done on a unilateral 
basis by one nation in a protectionist world—can do nothing to solve the prob- 
lem of relative oversupply from which tariffs result in the first place. 

To gain the perspective necessary to a proper evaluation of our so-called 
movement away from tariff protectionism, it is necessary to sketch briefly the 
entire tariff history of this Nation. In every period of relative prosperity, in- 
telligent men have declared that free trade is inevitable. 

For example, President McKinley declared at Buffalo 54 years ago: “The pe- 
riod of exclusiveness is past. The expansion of our trade is the pressing prob- 
lem * * * Reciprocity treaties are in harmony with the spirit of the times * * * 
Isolation is no longer possible or desirable. God and man have linked the na- 
tions together. No nation can longer be indifferent to any other * * * A system 
which provides a mutual exchange of commodities is manifestly essential to the 
continued healthful growth of our export trade. We must not repose in fancied 
security that we can forever sell everything and buy little or nothine.” 

This is the same McKinley who, a decade earlier, fought successfully as a 
Congressman for the McKinley Tariff Act of 1890, fixing duties at approximately 
49.5 percent of value, and who called a special session after his election to the 
Presidency to rush through the Dingley Tariff of 1897, raising tariffs still 
higher. On this program for halting recession through high tariffs, he rode 
triumphantly into the White House to “rescue the Nation” from the freetraders.. 
In the prosperous years which followed he, like most Americans, simply lost his: 
enthusiasm for the tariffs without which there could have been no prosperity. 
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The fact is that low tariffs do serve the Nation best in periods of inflation, 
and it is this which accounts for the lack of opposition to this trend in war 
prosperity. Our tariff cutting program of the past decade has only now begun 
to run contrary to the national interest. A tariff policy which serves well in years 
of abnormal prosperity may be disastrous in more normal periods, especially if 
one nation attempts through low tariffs to absorb world goods surpluses without 
reciprocity on the part of others. 

Those who regard free trade as our national direction and tariff protectionism 
as implausible, a position taken today by many of all viewpoints, should recall 
that our tariffs date back to the earliest colonial days and that we have never 
practiced free trade. Various tariffs were levied in colonial days, but before 
1816, when we undertook to build an iron industry against discouraging com- 
petition from abroad, our tariffs were largely for revenue rather than pfo- 
tectionist purposes. The tariff of 1789, however, did include considerations of 
protection, as did the one of 1804, designed to meet expenses of the war against 
the Barbary pirates, and that of 1812, which soon after was threatened by heavy 
influx of British goods. To stifle this development of American industry, which 
would deny the British markets needed to sustain prosperity there, English 
manufacturers demonstrated the usual willingness to undersell this new com- 
petition at all costs. Import values rose from $13 million in 1814 to $147 million in 
1816; in that latter year, the Government derived a $36 million share in tariff 
revenue. 

Imports continued to grow, with serious effects upon new American indus- 
tries trying vainly to compete and culminating in the panic of 1819. This, in 
turn, brought the tariff of 1824, with virtually the entire Nation rising up to 
overwhelm the shipping interests’ resistance to increased tariffs. 

Thus insulated from foreign goods, home enterprise thrived and a period of 
speedy expansion and relative prosperity ensued. Enjoying for the time being 
a favorable public attitude toward tariffs, northern manufacturers pushed 
through still another hike in 1928. But southern cotton interests, not then 
direct beneficiaries of protectionism and witnessing the failing of prices while the 
cost of manufactured goods continued to rise, soon got it labeled the “tariff of 
abominations.” The Nation was locked in a battle of special interests over 
tariffs, resulting in the compromise tariff of 1883 making some downward ad- 
justments. Denied the protection to which they had become accustomed, new 
industries went into a tailspin along with the agricultural South, and the Nation 
got the panic of 1837. 

Before demands for previous high tariffs were realized, however, the Na- 
tion’s productive level had been sufficiently damaged that purchasing power 
once again came into balance. With collapsed prices, we then found ourselves 
able to compete favorably in the world markets, and exports soon had climbed 
ahead of imports.” As prosperity returned, Treasury surpluses began to appear, 
giving support to demands of shipping interests for another tariff cut. 

Then as now, the Nation went through a period of relative prosperity, and 
advocates of freer trade reigned without serious challenge. As Treasury sur- 
pluses persisted, the tariff of 1842 and the (Robert J.) Walker tariff of 1846 
relaxed protection against goods from abroad. The effect was to develop an 
unfavorable trade balance in which our imports outstripped exports, with ac- 
companying unemployment at home. To tariff cuts hard-hit industries and 
workers began to attribute their plight; the woolen industry was convinced the 
1846 act had ruined it. But the 1887 crash had done severe dama:e to the 
Nation’s productive capacity, and home purchasing power remained capable of 
sustaining slow—and increasingly painful—expansion. On their side, more- 
over, the free traders had the largely irrelevant argument that the Government 
had instead of a debt an actual funds surplus, which was considered to be a sure 
sign of good economic health much as a balanced budget is today confused with 
stability. 

The final blow was struck for free trade with the tariff of 1857, with a meas- 
ured effect of increasing the flow of foreign goods which a wheezing economy 
lacked purchasing power to absorb. Once again, the fainthearted stood aside 
while special interests tugged away at the tariff issue. As always in serious 
recession, the protectionists won, and just before the election of Lincoln eame 
the tariff of 1861 to restore more protection. Then came the Tariff Act of 1864, 
made necessary in part because domestic manufacturers had been saddled with 
increased excise taxes to meet war costs—the first real recognition of the tax 
differential consideration in tariff policy. The last war tariff, that of 1865, in- 
troduced the system of compound duties on cotton manufactures by adding ad 
valorem duties to the specific duties already in operation. 
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The Civil War having proved too great a strain for the inadequate monetary 
system then as now in operation, the inflation which followed was attributed to 
the greenbacks still outstanding. But with this abundance of money in relation 
to consumer goods came a period of general prosperity and business expansion 
theretofore unmatched. Taxes, which at war’s end ran 8 to 20 percent of the 
value of practically every finished industrial product, were reduced somewhat, 
but the new industries which had struggled into being under high tariffs pre 
vailed against an early return to freer trade. As usual under circumstances 
of relative prosperity, however, international trade interests aroused sufficient 
agricultural] and public sympathy to secure in 1870 a slight lowering of duties, 
applying mostly to industries in which there was little interest. Tariffs at this 
point ran as high as 60 and even 100 percent on some goods, 

When finally the farmers began to suffer slight recession, they began grumbling 
about the continued high costs of manufactured products and attributed it— 
correctly to some extent—to high tariffs. The result was the tariff of 1872 
sharply reducing rates. 

Thrown into competition with world industries at a time when home purchasing 
power was barely adequate to sustain them with protection, many American 
manufacturers went under. There followed the panic of 1873, one of the most 
severe in our Nation’s history. With imports exceeding exports, the next decade 
was extremely painful and costly in terms of productive strength and economic 
growth. 

By 1883 we had sabotaged enough productive strength to restore some balance 
between purchasing power and current output. Thus, with the tariff increase 
of that year came the return of a favorable trade balance, $726 million and $577 
million respectively, to form a pattern of exporting more goods and services 
than we import that was to remain. 

In the relative prosperous years to follow, the freetraders mustered strength, 
making unsuccessful attempt to reduce tariffs in 1884 and 1888. The new 
Republican administration met another downward spiral at the door with the 
Mcinley tariff of 1890, establishing a general level of duties approximating 
49.5 percent. Called an equalization tariff, this act provided for “reciprocity” 
which was almost exactly the opposite of that provided by our so-called Recip- 
rocal Trade Act with its favored-nations principle; reciprocity then meant we 
could impose duties on goods which were deemed reciprocally unjust or 
unreasonable, 

In the prosperity that followed, reaction to the high tariffs set in and on 
the crest of that wave of resentment the Democrats rode into office. The 
(William L.) Wilson Tariff Act, cutting duties, which followed soon thereafter 
preceded only briefly the severe panic of 1893. The job of discrediting the 
Democrats and their freer trade was completed when the Supreme Court de- 
clared the income-tax unconstitutional, since they had cited this tax as the 
means they would use to make up the revenue lost from tariffs. Deficits ap- 
peared from 1893 to 1897, when McKinley rode triumphantly into the White 
House to “rescue the Nation” from the freetraders. 

No time was lost in calling a special session, and 3 days later we had 
the Dingley Tariff of 1897. By now protection and prosperity had become 
almost synonymous terms in the public mind, and remained so for the 10 years 
that intervened before depression broke through to defy the myth that high 
tariffs and Republicanism are certain defenses. 

But this “Republican prosperity” brought with it the usual inereased cost 
of living, with attendant grumbling on the part of those enjoying no direct 
benefits of protectionism. When the Democrats did get in a position to reverse 
the policy, they passed instead the Payne-Aldrich Act of 1909 effecting almost 
no overall change and succeeding mainly in complicating the machinery and 
confusing the issue. The law enlarged the President’s discretionary powers, the 
common result when laws are passed amid indecision as to direction, empower- 
ing him to retaliate against countries imposing tariffs on our goods up to 25 
percent. Another delegation of congressional powers included one which is 
sound insofar as the recipient is an agency of Congress, was the creation of 
the Tariff Board. 

Though high tariffs were discredited as a complete solution to hard times 
with the panic of 1907, the voters nevertheless understood that was no evidence 
that free trade would do the job. By now the issue was confined theronghly 
in the public mind, and tariffs in the main were seen in their true light—neither 
all black nor white. 
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Economic recovery was ultimately completed with the coming of World 
War I. But it was not until afterward when prosperity seemed secure that 
the people could be sold another tariff cut in the form of the Underwood Act. 
When the Nation discovered that the cut had ushered in the recession of 1921, 
the argument that the Republican high tariff means prosperity got another shot 
in the arm. Surging back into control of Congress, Republicans rushed through 
the Emergency Tariff Act of 1921, passing it over the veto of President Wilson. 
Still on the books as the Antidumping Act, it is aimed at protecting the do- 
mestic market against foreign goods which are subsidized. Because export 
sales are marginal sales and subjugating foreign markets is a sound financial 
investment at almost any cost, nations were then as now engaging in widespread 
exports subsidies. This act purported to block the sale of goods here at prices 
cheaper than sold abroad or at prices which are deemed to be unreasonably low. 

Having staved off the crowing flood of foreign goods seeking entry, partly 
to repay war loans, the Republican Party became the party of prosperity. In 
the years following until the 1929 crash, the Nation glimpsed its real potential 
for industrial growth, even though plagued by a steadily growing imbalance 
between effective consumer buying power and the everincreasing output of goods. 
These were years of reasonable price stability with relative prosperity, but 
all the while the gap between purchasing power and production was widening; 
the gap went unregistered on the surface only because a series of orthodox 
crutches were placed into operation, among them being subsidies to farmers, 
the Reconstruction Finance Corporation, sharp increases in consumer credit, 
stock market buying on fractional margins, and our own export subsidies. 

Our tariff policy likewise was used to the utmost to stave off the inevitable 
collapse. The “buy American, sell abroad” concept took firm hold. In the 
Fordney-McCumber Tariff of 1922, signed into law by President Harding, 
flexible duties were provided, and under these provisions President Coolidge 
in 1924 imposed still higher duties. 

By the time Hoover inherited the responsibility all the historical gimmicks 
for staving off economic collapse had been used up, and he was not a man to 
flaunt tradition. High tariffs had not saved us, but few seriously contended that 
free trade should then be tried. The next year came the much-maligned 
Hawley-Smoot Act of 1930, which remains today our basic tariff law as amended 
hy the 1934 Trade Agreements Act. 

It is interesting that resistance to the 1930 tariff hike consisted almost al- 
together in a petition signed by a thousand classroom economists, terming 
themselves “above the battle of special interests,” calling unrealistically for 
Hoover to veto the act he recommended. In the more prosperous years that 
followed, however, all sorts of sages have described the Smoot-Hawley Act 
as the cause of everything from the crash of the year before to World War II. 

When the Democrats were swept into office in 1932 they failed to repudiate 
the high-tariff policy to which some had effectively attributed much of our 
trouble. It was not until 1934 that the abused 1930 Tariff Act was amended 
with the so-called Reciprocal Trade Agreements Act, and it was not really used 
to lower tariffs until war broke out in Europe, bringing worldwide economic 
recovery. Far from a weapon to stop wars, this freer trade device could 
not even become operative until war made it possible. 

The first agreements were concluded with South American nations, and not 
until the war year 1938 was an agreement made with Great Britain and the 
existing one with Canada made extensive. The 1934 amendment to the still- 
existing Smoot-Hawley Act, the policy we somehow came to call the Reciprocal 
Trade Agreement Act, was not designed to further “free trade” as such—but 
rather to remove some obstacles to dumping some of our surpluses abroad. Its 
basic provision, the first paragraph, reads: “For the purpose of expanding 
foreign markets for the products of the United States * * *.” 

Evidence that war prosperity and not the Reciprocal Trade Act brought about 
the real tariff cuts is seen in the fact that the average tariff level on all dutiable 
items fell only from about 47 to 37 percent between 1934 and 1941, and about a 
third of that was the result of increased prices on specific (as distinguished 
from ad valorem) rates rather than actual tariff cuts. By 1944, they had dropped 
to 29 percent, largely reflecting inflated prices of those commodities in which 
duties are expressed in terms of dollars rather than percent value. In 1955, after 
a decade of active tariff by this Nation while other nations continued 
extreme protectionism, the reached about 12% percent. 

A very large percentage of foreign demand for American goods in recent years 
has been paid for by Americans in the form of aid programs, all increasing our 
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national debt. Some American businesses have become accustomed to this abnor- 
mal foreign demand. They seek to use the reciprocal trade program as a vehicle 
for increasing our imports in order to provide foreign dollar purchasing power 
sufficient to stabilize their foreign demand. They do so, unfortunately, at a 
time when there are growing surpluses of various goods the world over, sur- 
pluses quite capable of drowning domestic industries if imports are not re- 
strained. Oil provides such an example. Domestic production simply cannot 
compete, even for the domestic market, with oil produced in some areas abroad, 
largely because our wells average less than 20 barrels per day as compared with 
a Middle East average in excess of 5,000 barrels per day. 

It is incorrect to attribute to the reciprocal trade program the abnormal expan- 
sion of foreign demand for American surpluses. With the prosperity born of 
such a great war, tariffs would have been reduced under any administration, with 
or without a reciprocal trade program’; that is a fact strongly supperted by 
history. 

If anything can be learned from history, it should be that a nation’s tariff 
policy, no less than its other economic policies, should change as economic condi- 
tions change. We must encourage imports to the limit of our ability to absorb 
without damaging essential home industries, but only to that extent. To attempt 
any other course in the face of rising protectionism abroad and growing world 
surpluses of some commodities such as petroleum, could end only in disaster to 
America and the free world. 


STATEMENT OF R. M. WaGstarr, REPRESENTING West CenTRAL Texas Orn & Gas 
ASSOCIATION OF ABILENE, TEX. 


My name is R. M. Wagstaff. I live in Abilene, Tex., and I am a member of the 
executive committee of the West Central Texas Oil & Gas Association, an associa- 
tion of independent oil operators, with headquarters in Abilene, and with a 
membership in about 20 counties in the Abilene area. 

The recent report of the President’s Committee on Energy Supplies and Re- 
sourees Policy recognizes that domestic production should not be sacrificed to 
foreign imports, and recognizes that the domestic oil industry is essential to our 
national defense. The Committee report further says that “If the imports of 
crude and residual fuel oil should exceed significantly the respective proportions 
that these imports of oil bore to the production of domestic crude oi] in 1954, the 
domestic fuel situation could be so impaired as to endanger the orderly industrial 
growth which assures the military and civilian supplies and reserves that are 
necessary to the national defense. There would be an inadequate incentive for 
exploration and the discovery of new sources of supply.” The Committee further 
recommended that in the future if imports of crude oil and residuary fuel oil 
exceed significantly the respective proportions that such imported oils bore to 
domestic crude oil in 1954, appropriate action should be taken. 

These findings of the President’s Committee generally sustain our position. 
Any industry which is essential to the national defense should receive protection 
from foreign competition, either by adequate tariffs or by a statutory quota, 
preferably the latter. This principle was recognized by the economist, Adam 
Smith, the outstanding advocate of free trade and the man who changed England 
from a high tariff nation to a free trade nation. Adam Smith in his book Wealth 
of Nations, book 4, chapter II, page 359, laid down two exceptions to free trade. 

The first is when some particular industry is necessary for the defense of the 
country. The example cited by Adam Smith was the Act of Navigation, which 
gave the sailors and shipping of Great Britain a monopoly of the trade in their 
own country, in some cases by absolute prohibition and in others by heavy 
burdens upon the shipping of foreign countries. Adam Smith recognized that 
the shipping industry of England was essential to the defense of the realm, and 
he made the preservation and protection of England shipping an absolute and 
unqualified exception to his free trade program. 

The second case cited by Adam Smith in which it will generally be advantageous 
to lay some burden upon foreign trade for the encouragement of domestic indus- 
try, is when some tax is imposed at home on the produce of the latter. Certainly 
the domestic oil industry of the United States could easily qualify also under this 
second exception. The taxes levied upon the oil industry—local, State, and 
National—amount to billions of dollars each year. Approximately 65 percent of all 
the State taxes of Texas are paid by the oil industry, and the income tax paid 
by the domestic oil industry in the United States amounts to several billion 
dollars annually. If foreign oil paid the same local, State, and National taxes as 
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paid by domestic oil, it would have more difficulty in competing in the American 
market. 

Adam Smith recognized that free trade was subject to these two exceptions, 
and the application of his economic principles to our present situation demands 
that the American domestic oil industry be protected from destructive foreign 
competition. 

The President’s Cabinet Committee says it is highly desirable that this restric- 
tion of imports be done by voluntary individual action by those who are importing 
or those who become importers of foreign crude or residuary oil. “Desirable,” 
perhaps, but utterly impracticable. This “voluntary” action will not work. For 
the last 4 or 5 years the independent operators, the major producers, and various 
oil-trade associations such as the American Petroleum Institute, have agreed that 
foreign oil should supplement and not supplant domestic production, but the 
amount of foreign production continues to increase, and in 1954 was approxi- 
mately 14 percent of the domestic production. No agreement is possible between 
the importers. The monetary incentive to import oil is very great. The annual 
reports of the major importing companies show a substantially greater margin of 
profit than is shown by the annual reports of the domestic producers. It is not 
human nature to expect these importers to make voluntary and equitable reduc- 
tions. In addition, the importation of oil from foreign sources is so profitable 
that numerous other companies are now getting into the business, or planning 
soon to enter. Another factor which will prevent voluntary reduction is the 
pressure of foreign governments upon the producers to seek expanded markets. 
The importers cannot resist this pressure without offending such governments and 
risking expropriation. . 

We had an experience in Texas in the 1920's and 1930's with voluntary efforts 
for conservation of oil and gas. Field agreements, pipeline proration, pressure 
of public opinion—no voluntary action of any kind was effective. Only by 
statutory laws in each of the several States has the conservation of oil become 
effective in the United States. I speak from personal experience, as I was a 
member of the Texas Legislature from 1931 to 1935 when the great east Texas 
oil field was running wild, and all efforts at conservation had broken down. I 
was the author of the Texas conservation statutes passed in 1931, under which 
the Railroad Commission of Texas regulates the production of oil and gas. I 
know that it has been the experience of every major oil-producing State in the 
United States that voluntary agreements and voluntary action are utterly worth- 
less, and that conservation and regulation of the oil industry can be accomplished 
only by legislative action. 

The oil industry of the United States is an essential industry, vital to the 
national defense. To extend the Reciprocal Trade Act without limiting the 
imports of foreign oil will in the long run be a disservice to the cause of freer 
trade. This conmmittee would do well to heed the warning of Adam Smith, and 
to except the oil industry from destructive competition from foreign oil. Only 
by the fixing of an import quota can we prevent the crippling of a great industry 
essential to the national defense. 


The Cuarrman. The first witness is the Honorable Arthur V. Wat- 
kins, the senior Senator from Utah. 


STATEMENT OF HON. ARTHUR V. WATKINS, A UNITED STATES 
SENATOR FROM THE STATE OF UTAH 


Senator Watkins. Thank you. 

Mr. Chairman and members of the Committee on Finance of the 
United States Senate, I do appreciate the opportunity you have ex- 
tended to me of making this statement here today in connection with 
H. R. 1. I shall try to make my comments brief and to the Joe 

Several decades ago when changes were needed in our tariff laws 


the Congress, under its constitutional authority “to lay and collect 
taxes, duties, imports, and excises,’ almost did the job unassisted 
by the executive branch of the Government. 

As the economy grew and ik likewise produced a vast 


number of complex problems involving thousands of economic interest 
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groups. Thus our complex society, as we are only too well aware, 
1as been productive of an ever-increasing volume of legislative con- 
cern for the On Limitations of time and the complexity of 
certain aspects of this legislative concern have in part necessarily 
forced the Congress to delegate some of its responsibilities to the 
executive branch of the Government. Tariffmaking, the subject mat- 
ter of which involves schedules covering thousands upon thousands of 
products, was one such activity which, over a period of time, has 
progressively passed by delegation to the Executive. 

Exclusive tariffmaking by the Congress was plainly no longer toler- 
able by the time of the First World War, and, in 1916, the Congress 
created the United States Tariff Commission to assist the Congress. 
At that time the Commission’s activities were limited to the con- 
tinuous investigation of all economic matters which had a bearing 
upon tariff policy, and the reporting of its findings to the President 
and the Congress; it had no independent authority to make changes in 
the tariff laws or in their administration. 

The Tariff Acts of 1922 and 1930, however, gave the United States 
Tariff Commission the authorization to investigate cost of produc- 
tion differences between domestic and foreign products and required 
it to recommend to the President, on the basis of its findings, specific 
increases or decreases in the appropriate tariff rates. The President, 
in turn, was given authority to readjust tariff rates either up or down 
within a range of 50 percent. The effect of these two acts was to 
provide the United States for the first time with a flexible tariff 
policy which enabled cost differentials between domestic and foreign 
production to be adjusted without awaiting the necessarily slow and 
very uncertain results of congressional attention and detailed 
legislation. 

With the passage of the Reciprocal Trade Agreement Act in 1934, 
the Congress began the gradual disintegration of its control, except 
in theory, over the tariffmaking procedure. 

The United States Tariff Commission in effect has been reduced to 
a Presidential staff agency in the purest sense of the word “staff,” 
for its administrative history indicates that it serves mainly as an 
informative and advisory agency, an agency whose recommendations 
are seldom followed. By 1945, trade agreements were in operation 
between the United States and 28 countries. The result of these agree- 
ments by 1945 was that the general tariff level had been reduced almost 
to that prevailing under the so-called Underwood Low Tariff Act 
of 1913. More recent extensions, as you are aware, have given the 
President added authority to reduce tariff rates still further. 

With respect to present tariff rates, it is important to realize that 
the United States is not now a high-tariff country. I think that ought 
to be emphasized over and over again. 

Our average tariff rate, as measured by the percentage of customs 
receipts to total imports, is the lowest that it has been in this century, 
and there are indeed few Western European nations whose record is 
as good on this basis of calculation. 

Dr. Jacob Viner, professor of economics, Princeton University, 
told the Joint Committee on the Economic Report : ; 

In the past 20 years, there have been substantial reductions in our tariff 
rates, and, because of inflation, there has been also a substantial reduction of 


the a valorem equivalents of the specific duties of our tariff. (1955 hearings, 
p. 991.) 





1368 TRADE AGREEMENTS EXTENSION 


For example, the custom duty on zinc was one-third of the domestic 
price in 1930 when the Tariff Act of that year was enacted; today, 
it is only one-twentieth of the 1954 price. 

However, in their endeavor to sell the American public a so-called 
“liberal” trade policy, low-tariff advocates have made the tariff policy 
of the United States virtually a scapegoat for the economic troubles 
of the world. It is about time the nations of the world put a halt to 
the unjustified practice of making the United States their economic 
whipping boy. Why? Because it is apparent, in light of the expert 
opinion which has been given this committee and its counterpart in 
the House of Representatives, as well as the Joint Committee on the 
Economic Report, that the world’s economic ills will not be solved or 
even appreciably relieved by any conceivable tariff action which may 
be taken by the United States. 

Willard L. Thorp, former Assistant Secretary of State for Economic 
Affairs, and now director, Merrill center for economics, Amherst Col- 
lege, put it this way to the Joint Committee on the Economic Report 
a few weeks ago: 

I cannot feel that there would be major changes that would create a great 
volume of trade. The American economy will be one in which 90 percent, 
shall we say, of our goods and services will be produced within the United 
States. (1955 hearings, p. 883.) 

Dr. Jacob Viner was even more adamant in stating to the Joint 
Committee on the Economic Report that: 

The amount of change that complete free trade would make in the American 
economy is not very large. I fear that the amount of gain the American economy 
can make out of free trade has fairly narrow limits. I fear it only in this 
sense: The amount of good we can do to the rest of the world through free 
trade is limited, and the amount of good we can get for ourselves from that 


avenue, as against the benefits we can get from other avenues of good govern- 
ment, is also limited. (1955 hearings, p. 969. 


It should be evident that a reduction of American tariffs cannot 
bring about any spectacular increase of United States imports or be of 
decisive importance in the world economic picture. 

Greater United States imports, and successful entry into the Ameri- 
can market requires in a great many cases that foreign countries re- 
design their products, if United States consumer preference is to be 
created ; that they adjust and expand production facilities and estab- 
lish warehousing, and distribution, and sales facilities in the United 
States. This isa cost of doing business. It is exactly the same problem 
that American exporters face. 

But even more important: if there is to be an appreciable increase 
in United States exports, it will depend upon the continued expan- 
sion of economic activity in this country. Specifically, what in the 
main will primarily determine the level of our imports will be tech- 
nological changes in production techniques and the general level of 
business activity—not the abolishment of tariff schedules. 

Simultaneously with the reduction of United States tariff rates to 
about half of what they were in 1930 by the Executive under the trade- 
agreements program there arose a growing volume of from 
certain segments of American industry. The complaints vo 
that such negotiated agreements contained tariff and other essions 
which resulted not only in American producers losing domestic mar- 
kets but also in the demise of American industries. And, as the years 
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have gone by, this conflict has grown and magnified, producing in its 
wake voluminous but conflicting opinions and literature on the subject 
of trade ents. 

As I indicated in my remarks to the Senate on January 25, 1955, I 
am in general agreement with President Ejisenhower’s statement in 
his special message on foreign economic policy to the effect that all 
nations should mutually undertake the lowering of unjustified bar- 
riers to trade on a mutual basis so that the benefits can be shared by 
all. But, as I said on that occasion, the “all” must include these effi- 
cient domestic industries which are operating in the face of ruinous 
and disadvantageous competitive conditions with foreign imports. 

A great number of these domestic industries are engaged in the pro- 
duction of raw materials, such as our metals, petroleum, and agri- 
cultural products, which must be processed. Yet it is exactly these 
types of commodities which make up the vast bulk of our imports. 

In this connection Mr. Nathaniel Knowles, Jr., Acting Deputy Di- 
rector, Bureau of Foreign Commerce, Department of Commerce, told 
the Joint Committee on the Economic Report that: 

Some 70 percent of our exports consist of manufactured goods shipped in 
substantially the forms in which they are finally utilized abroad. * * * Our 
imports, in contrast to our exports, consist preponderantly of raw materials and 
crude foodstuff requiring extensive further processing before entering into 
consumption channels. * * * Less than one-fifth of our imports enter the 
country as substantially finished products (1955 hearings, p. 930). 

Now, with these facts in mind, it is not difficult to see why the ex- 
port-minded segments of our economy not only do not fear lower 
tariff rates on imports but actually favor them. 

First, foreign imports provide a cheap source of raw materials. 
Second, without great advantage in the techniques of industrial pro- 
duction, they have little to fear from competitive imports. 

I would like to divert a moment from the statement to make this 
comment, that in years gone by these same industries who are now 
for lowering of tariffs are the very industries who were crying the 
loudest for help until they as infant industries in this country could 
get on their feet. 

In our areas—in the intermountain areas, for example—we produce 
raw materials. We went along with them. But the minute they got 
into a favorable position where they could meet foreign competition, 
they promptly left us. They don’t want any more protection, be- 
cause they can buy imported raw materials cheaper as a result of the 
low levels of living in other countries. 

As Dr. Arthur Upgren, dean, Amos Tuck School of Business Ad- 
ministration, Princeton University, told the Joint Committee on the 
Economic Report a few weeks ago: 

* * * the barrier to a great inflow in imports is largely the $160 billion in- 
vestment of American plant in new industry. 

With that huge investment American industry would generally meet the 
price conditions which would be imposed by tariff reduction. What I am 
saying here is that the proposal of trade, not aid, about a year or two ago, could 
not have accomplished but a very small amount of the achievement that was 
dramatized by the visit of two members of the British Cabinet. This was im- 
portant, but we should not try to persuade the American people that we can do 
so much more than is possible. (1955 hearings, p. 891). : P 

Actually, one is led to suspect that this drive for a so-called trade- 
not-aid program is an argument that has been advanced not because 
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it will cure the economic ills of the world, but because it serves better 
the interests of the export-minded segments of our domestic economy. 

Commodities which enjoy an appreciable export market, it would 
appear, are in the best position to be considered for tariff reductions 
under the trade-agreements program. This would probably include, 
for example, automobiles and special high-grade production machine 
tools. Yet, the protection afforded to the steel and automobile in- 
dustries by way of comparison with lead and zinc, a raw material, is 
relatively much greater. 

I firmly believe that an American trade policy must embody those 
features that will work toward the enlargement of international 
trade but in a manner consistent with maintaining a sound domestic 
economy. Our experience to date, however, seems to indicate that 
certain revisions in the trade-agreements program are necessary if 
these two objectives are to be realized. It is evident, I believe, that 
the Congress must return to itself a larger share of the direct respon- 
sibility for tariff-making policy in those areas of intense conflict 
which has been generated by the trade-agreements program. 

I would like to interpolate this comment. Since the signers of the 
Constitution placed in the hands of the Congress the duty of legis- 
lating in the field of tariffs, it seems to me that we are dodging many 
of our duties by passing it entirely over to the President. 

As I have indicated, I am not against the reciprocal trade pro- 
gram, and I do insist, and I think the American people will insist 
in the long run when they know the facts, that we must have greater 
contro] in the Congress, a control that will be effective. It is said 
you can always pass an act, any time you want to, if you do not like 
what is being done by an executive department. But, we know the 
difficulty in getting such legislation through the Congress. 

In the meantime, an American industry can be completely de- 
stroyed, although it was the intention of the Congress that it should 
not be destroyed. It was for this reason that the Congress provided for 
the escape clause so as to protect American industry. 

Yet, if after the experts have made a thorough and exhaustive 
decision, their decision can be upset by the decision of the State De- 
partment, where are we? The President, I believe, has followed the 
advice of the State Department too much rather than that of the 
instrumentality, the Tariff Commission, which the Congress estab- 
lished. 

This is essential since, although the continued reduction of tariffs 
will not appreciably result in increased total imports, they can well 
result in the demise of many American industries. This is because, 
as Dr. Jacob Viner told the Joint Committee on the Economic Report: 

To a large extent the reductions in our tariff which would really lower the 
effective margin of tariff protection remain to be made (1955 hearings, p. 991). 

Because the controversies over further tariff reductions under the 
trade-agreements program are undoubtedly going to have greater 
repercussions, it is ad play that the Congress return to itself a 
larger degree of control than it has had the past few years. Actually 
the pendulum of tariff-making authority has simply swung too far 
toward the expediency of administrative negotiation and execu- 
tion by the executive braneh. It has swung so far in fact that it would 
cause a reasonably prudent person to conclude, I am sure, that the 
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Congress de facto has completely abdicated its constitutional author- 
ity in this field. I realize that is a pretty strong statement, but as a 
matter of practice, it is so. 

An analysis of escape-clause applications and their administrative 
disposal will make this quite clear. The escape clause, as you un- 
doubtedly know, was not an original part of the Reciprocal Trade 
Agreements Act. Rather, it was the product of extensive liberality 
in granting tariff and other concessions by the executive branch under 
the trade-agreements program and the result of increasing protest 
by American industries adversely affected by excessive imports. The 
{function of the escape clause is, of course, to compromise the conflict 
which arises between the need and desirability of freer international 
trade and the need for protecting defense and certain other industries 
fundamental to the economies of certain sections of the United States, 
the customs and traditions of our people in general, and for maintain- 
ing safeguards which protect. wages, industry, and agriculture. 

he early trade agreements negotiated under the Reciprocal Trade 
Agreements Act of 1934 contained no general means of providing 
realistic relief if a particular concession proved unexpectedly injurious 
to an efficient domestic industry. Although escape clauses had been 
contained in bilateral trade agreements since 1941 and in the General 
Agreement on Tariffs and Trade since 1947, it remained for the Con- 
gress, because of the difficulty of foreseeing the contingencies that 
might arise, to make the inclusion of an escape clause in new trade 
agreements a ee requirement. This was accomplished in 1951 
by the passage of the Trade Agreements Extension Act. 

The facts, however, indicate that the executive branch of the Federal 
Government and the United States Tariff Commission have not in 
general interpreted and administered the escape-clause provisions as 
the Congress so intended. 

It is interesting to note that of 56 applications, which were filed 
during the period 1948-54; that is, applications for relief, the Com- 
mission recommended relief in only 12 instances, all but 2 of which 
involved only products of minor importance. 

These 12 favorable recommendations were made with respect to— 

1. Women’s fur, felt hats, and hat bodies (unanimous, September 
25, 1950). 

2. Hatters’ fur (unanimous, November 9, 1951). 

3. Garlic (4 to 2, June 6, 1952). 

4. Watches, movements, and parts (first investigation, 4 to 2, June 
14, 1952). 

5. Dried figs (unanimous, July 24, 1952). 

6. Tobacco pipes and bowls (unanimous, December 22, 1952). 

7. Screen-printed silk scarves (unanimous, April 13, 1953). 

8. Scissors and shears (4 to 2, March 12, 1954). 

9. Groundfish fillets (second investigation, 3 to 2, May 7, 1954). 

10. Watches, movements, and parts (second investigation, 4 to 2, 
May 21, 1954). 

11. Lead and zine (unanimous, May 21, 1954). 

12. Alsike clover seed (unanimous, May 21, 1954). 

Rather an unimpressive list, is it not? But why only 12 favorable 
appernanes In part, because the Congress has failed to establish 
definite criteria for the Commission to follow in arriving at decisions. 
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But also in part because the Commission in considering the effect of 
increased imports on production, profits, and employment has con- 
sistently held that an industry is deemed to include, for puree of 
escape-clause relief, all the operations of the constituent making 
the application, rather than only those operations that are directly 
ralesel | to the production of the product identified in the escape-clause 
application. 

This interpretation has directly served to nullify the intent of the 
Congress to give needed tariff relief. 

How close has the President followed what we must presume to be 
the expert recommendations of the Tariff Commission? Of the 12 
favorable Commission recommendations I named a few moments ago, 
you will observe that: 

1. Seven were unanimous decisions and included: (a@) Women’s fur 
felt hats and hat bodies, (0) dried figs, (c) hatters’ fur, (d) tobacco 
pipes and bowls, (e) screen-printed silk scarves, (f) lead and zinc, 
(g) alsike clover seed. 

2. Four were 4-to-2 decisions and included: (a) Garlic; (0) 
watches, movements, and parts (first investigation); (¢c) watches, 
movements, and parts (second investigation) ; (a) scissors and shears. 

3. One was a 3-to-2 decision and was made with respect to ground- 
fish fillets. 

In only five instances did the President follow the recommenda- 
tions of the United States Tariff Commission. These five favorable 
actions by the President involved the following: 

1. Four products which the Commission unanimously believed 
needed relief. They included: (a) Women’s fur felt hats and hat 
bodies, (6) hatter’s fur, (¢) dried figs, (d) alsike clover seeds. 

2. The other product—watches, movements, and parts (second in- 
vestigation)—involved a favorable recommendation decided by a 4-to- 
2 vote of the Commission. 

In these other cases the President refused to grant relief even 
though by unanimous vote the Tariff Commission had recommended 
such action. These included: (1) Tobacco pipes and bowls, (2) 
screen-printed silk scarves, (3) lead and zinc. 

Likewise he refused relief with respect to three 4-to-2 decisions and 
one 3-to-2 recommendation, which eee involved: (1) Garlic; 
(2) watches, movements, and parts ( investigation) ; (3) scissors 
and shears; (4) ground-fish fillets (second investigation). 

In these cases, despite the recommendation of the Tariff Commis- 
sion, an expert body, the President held to the contrary for reasons 
which seemed satisfactory to him, that serious injury to the domestic 
industry had not been established. 

I might say that, of course, we recognize the fact that the President 
himself cannot make these investigations. He can only take the advice 
of the people who are supposed to advise him. Apparently he prefers 
the advice of some other agency than the one the Congress intended 
should be his adviser in this particular field. 

It is absolutely useless for the Congress of the United States to 
create an expert body that is largely investigational in nature and 
designed to lead to expert recommendation for administrative action 
in areas where it has del to the executive branch extensive 
authority, as it has done with respect to trade and tariff matters. 
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A typical case in which the effect is readily apparent of delegating 
to the Executive final decision with respect to escape-clause recom- 
mendations is well illustrated by the lead and zinc case. 

During the Korean war foreign production was greatly increased 
through the support of American aid and by comparatively high 
domestic prices during a period when domestic production was re- 
stricted by price controls. After the war, as a result, excess foreign 
lead and zinc supplies have continued to flow into our domestic mar- 
kets at prices wall below the average cost of domestic production. 

As Mr. Otto Herres, chairman of the national lead and zine com- 
mittee, told this committee last week: 


Such action has made marginal mines out of once prosperous properties. 


I can personally bear testimony to the truth of that statement 
because I am well acquainted with most of our intermountain mining 
areas where this has me a reality. 

In the spring of 1953 the mining industry was advised to seek relief 
through the escape-clause provisions of the Trade Agreeents Act 
rather than by legislative means. 

This committee, as well as the House Ways and Means Committee, 
were sufficiently impressed with the problems of the lead and zinc 
mining industry to direct the United States Tariff Commission, pur- 
suant to the respective resolutions of July 27, 1953, and July 29, 1953, 
to initiate a a investigation of the industry, including the effect 
of imports of lead and zinc on domestic prices and employment. 

On May 21, 1954, the Tariff Commission unanimously reported to 
the President that the importation of lead and zinc was in such quan- 
tities as to cause serious injury to the domestic industry. In order to 
correct the problems the Tariff Commission recommended that: 

* * * the rates of duty 50 percent above the rates existing on January 1, 
1945 * * * be imposed for an indefinite period. 

The President, however, for what were sufficient reasons to him, 
did not follow the expert recommendations of the Tariff Commission. 

Instead, on August 20, 1954, the Government initiated a long-term 
stockpiling program for lead and zinc. And although, by this action, 
the President recognized in effect that the excessive importation of 
lead and zine had injured the mining industry, the results to date 
indicate that it has not appreciably improved the situation. 

Since August 1954, the price of zinc has advanced only one-half 
cent, from 11 cents per pound to the current quotation of 1114 cents. 
Why? Primarily use unlimited imports of zinc and slab zinc 
have continued to flow into this country. 

As Mr. Otto Herres, whom I have already referred to previously, 
told this committee last week : 

For the year 1954 on an average of 41,460 tons of zinc a month from foreign 
ores in addition to an average of 13,444 tons of imported slab zinc, a total of 
54,904 tons, entered United States consumption while the output of the mines 
at home was dropping to an average of 38,750 tons. 

Excessive imports of foreign ores have been taking over a larger proportion 
of United States smelter production at the expense of the Nation’s mines. 
Domestic mine output of zine consequently has been reduced to less than 39,000 
tons a month from an average of 60,000 tons a month in early 1952. Smelter 


production of zinc is at an all-time high while output of lead and zinc is the 
smallest since the depression years, 1931 to 1934. 
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It is evident, I believe, that stockpiling is not accomplishing the 
purpose it was intended to achieve. I have given the President credit 
for a sincere attempt to relieve our conditions in the lead-zinc mining 
area, but it just has not been effective. 

To the extent that stockpiling does increase domestic prices of lead 
and zinc it only serves as a magnet to foreign imports in much the 
same way as does the price support program on agricultural com- 
modities. But whereas the American farmer can rely on section 22 
to limit imports, the lead and zinc industries have had only the 
escape-clause provision, which the executive branch has declined to 
invoke for reasons which appear sufficient to them. 

It is quite evident that the pendulum of ne er ws | for escape- 
clause actions must swing toward greater control by the Congress. 
This is a portion of its constitutional authority which should be 
recalled from the executive branch. 

At the same time, it should be made clear that we cannot, with 
respect to the general responsibility for negotiating trade and tariff 
matters, return to the cumbersome and slow procedure under which 
the Congress in the early 1900’s sought to write detailed tariff 
legislation. 

Since sessions of Congress nearly run to November now, it is evi- 
dent that if we had to write a tariff bill the old way, we wouldn’t get 
through by the end of the year, and we would have a legislative back- 
log year after year. 

The amendments which I have proposed to the bill, H. R. 1, to ex- 
tend the authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended, are designed 
to bring the tariffmaking procedure of the United States back into 
equilibrium again. In brief, the proposed amendments are as follows: 

1. Section 3 (a) and (c) of the proposed amendment, by extending 
the trade-agreements program, as requested by the President, would 
give authority to the President, for a 2-year period, to— 

(a) Reduce tariff rates on selected commodities by not more than 
5 percent per year for 2 years, 

(6) Reduce any tariff rates in excess of 50 percent to that level over 
a 2-year period. 

(ce) Reduce, by not more than one-half over a 2-year period, the 
tariff rates in effect on January 1, 1945, on articles which are not now 
being imported or which are being imported only in negligible quanti- 
ties. 

The administrative facilities and services of the executive branch 
of the Federal Government, under the direction of the President, would 
be continued for the negotiation and administration of trade agree- 
ments. The fact remains that the actual negotiation with regard to the 
thousands of items covered by trade agreements and tariff legislation is 
better handled by the executive branch of the Federal Government 
than by the Congress. 

2. Section 3 (d) of the proposed amendment would .require the 
President to submit an annual report on the operation of the trade- 
agreements program to the Congress which must include— 

(2) Information regarding new negotiations, 

(6) Modifications made in duties and import restrictions of the 
United States. 
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(ec) Roteoea concessions obtained. 

(d) Modifications of existing trade agreements in order to effectuate 
more fully the purposes of the trade-agreements legislation, including 
the incorporation therein of escape clauses. 

(e) Other pertinent information and data. 

3. Section 5 (a) of the proposed amendment to H. R. 1 would re- 
quire the United States Tariff Commission to submit a report to the 
Congress on all peril-point investigations. 

The Trade Agreements Extension Act of 1951, as amended, requires 
the President, before entering into negotiations concerning any pro- 
posed foreign-trade agreement under section 350 of the Tariff Act of 
i930, as amended, to furnish the United States Tariff Commission 
with a list of all articles imported into the United States. Upon re- 
ceipt of this list, the Tariff Commission shall make a study and report 
to the President with respect to each article— 

(a) The limit to which such modification, imposition, or continu- 
ance may be extended without causing or threatening severe injury 
to the domestic industry producing like or directly competitive 
articles. 

(6) Whether or not increased duties or additional import restric- 
tions are required to avoid serious injury to the domestic industry 
producing like or directly competitive articles and, if so, the minimum 
increases In duties or import restrictions required. 

Section 5 would require the Tariff Commission to transmit such a 
report to the Congress as well as to the President as limited now. 

4. The proposed amendment would amend section 6 (a) of the 
Trade Agreements Extension Act of 1951 so as to provide that no 
reduction of tariff rates or any other concession shall be permitted 
to continue in ef:ect when importation of increased quantities of any 
product upon which such a concession has been granted under a trade- 
agreement causes or threatens serious import injury to the domestic 
industry producing either like or directly competing products. 

Heretofore it has not been spelled out clearly that relief is to be 
granted from the effects of concessions given ae trade agreements. 

5. Section 7 (c), (f), and (i) of the proposed amendment directs 
that should the Tariff Commission find that the importation or pros- 
pective importation of any product, upon which a concession has been 
granted under a trade agreement, results in or threatens serious import 
injury to the domestic industry producing either like or directly com- 
petitive products, it shall find and declare the extent to which and the 
time for which the following actions are necessary in order to prevent 
or remedy such injury: 

(a) Permanent withdrawal of the concession shall be made; 

(b) Modification of the concession ; 

(c) Suspension of the concession in whole or in part; 

(dz) Limitation of the quantity of the product which may enter 
or withdraw from warehouse for consumption; or 

(e) Any combination of these four items. 

The Tariff Commission’s findings would be contained in a plan for 
their implementation which must be transmitted to both Houses of the 

Yongress on the same day and while both are in session. The pro- 
visions of any plan transmitted shall take effect on the expiration of 
the first period of 60 days of continuous session of the Congress, fol- 
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lowing the date of transmittal and the expiration of the 60-day 
period, either House of the Congress, by affirmative vote of a majority 
of its authorized membership, passes a resolution stating that it does 
not favor the plan. An essential step in bringing the tariff-makin 
process back into equilibrium again is to reserve to the Congress, whic 
is more representative of the will of the people, final decision in contro- 
versial areas of our national trade-agreements program. 

After concluding its investigations and hearings, should the Tariff 
Commission find that relief is not necessary, it shall likewise make 
and transmit to the Congress a report of its findings, and its 
conclusions. 

6. Specific criteria are established upon which the Tariff Commis- 
sion is to base its findings under escape-clause proceedings by section 
7 (d) of the proposed amendment to H. R. 1. 

May I digress for a moment and refer to one matter that has been 
very irritating to me and most other Members of the Congress. And 
that is this: When the Tariff Commission makes their report to the 
President, we have had to wait until the President makes up his mind 
before we know what is in the report. We ought to know what is in 
the report as soon as the Tariff Commission makes its report to the 
President. For example, we have a case that is called attention to in 
a story today in the New York Herald Tribune with respect to the 
bicycle investigation. I think this article illustrates the point very 
well. Mr. Chairman, I should like to have this article placed in the 
record at this point in my remarks, if there is no objection. 

The CuatrmMan. Without objection, it will be inserted. 

(The article referred to follows:) 


New Tartirr Issur Puts Ike on Spor 
(By Edwin L. Dale, Jr.) 


The Tariff Commission has sent to President Eisenhower a recommendation 
for higher tariffs, or possibly imported quotas, on foreign bicycles, in the 
most explosive escape-clause case since the Swiss watch case last year. 

The President must act on the recommendation, which is still not public, 
within 60 days of Monday, when the report of the Commission went to the 
White House. 

Bicycles are a leading export of both England and Austria. Their volume 
is important, unlike many of the other escape-clause cases involving such items 
as briar pipes and clothespins. 

Under the escape clause of the reciprocal-trade agreements law, the Com- 
mission must recommend that a tariff lowered under the law be raised again 
if injury to domestic producers results. So far, out of more than 50 appli- 
eations for relief, the Commission has found injury in only 15, and of those 
15 Presidents Eisenhower and Truman rejected the recommendation in 10. 

The present case takes on added importance because the President’s decision 
may come just when the Senate is considering his reciprocal-trade bill. Prob- 
ably the major threat to the bill, which the President considers 1 of the 2 
or 3 most important items in his program, is an amendment to remove most 
or all of his discretion in rejecting Tariff Commission recommendations. 

Such an amendment—whicb raises a threat to all past tariff cuts negotiated 
in the 20 years of reciprocal trade—was rejected in the House by the narrow 
margin of 206-199. There is strong support for it in the Senate Finance 
Committee, which now has the bill before it. 

If the President rejects the Commission recommendation, he will strengthen 
the hand of those in the Senate who want to remove his discretion. If he 
accepts it, then he will badly injure relations with both Britain and Austria 
an hn raise the general question of which way American tariff policy is 
moving. 
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Should a tightening of the escape clause pass Congress, then the number 
of applications for relief can be expected to increase sharply. Recently the 
Commission has been approving a much greater portion of the applications, 
but President Eisenhower has rejected 8 of the 10 that have come before him. 

Senator Warxins. The Tariff Commission is directed to consid- 
er any of the following factors as constituting import injury with 
respect to a domestic article when caused, or threatened to 
be caused, in whole or in part by the importation of competitive 
imported articles. 

(a) Unemployment, layoffs, or curtailment of workweek; 

(6) Reduction in actual or relative wages, including reduction 
of fringe benefits enjoyed in lieu of wages; 

(c) Decline in prices or sales; 

(d) Rising inventory; 

(e) Decline in profits of, or mA at a loss by, the manufac- 
turer, producer, grower, or wholesaler; 

(7) In the case of an agricultural product, a return to the grow- 
er or producer below the established parity price for such product; 

(g) Decline in flow of investment into plant expansion, new 
equipment, or other improvements; 

(kh) Decline in proportionate share of the domestic market en- 
joyed by the domestic article; 

(¢) Increase in the importation of like or directly competitive 
imported articles accompanied by unused, but available and suit- 
able, capacity to produce, manufacture, domestic articles or grow 
agricultural products; 

(j) Inability to meet promotion, advertising, and customer serv- 
ices provided for a like or directly competitive imported article, 
to the extent that such inability is due to the lower-landed costs 
of the imported article or to payments from foreign sources not 
included in the landed cost of the imported article; and 

(%) In the case of any natural-resource industry or to any in- 
dustry determined to be essential to the national security by the 
National Security Council, a productive capacity of the domestic 
iudustry which is less than the peacetime requirements of the do- 
mestic market for the article produced or manufactured by the do- 
mestic industry, plus a reasonable reserve over and above peace- 
time requirements for emergency use. 

By providing such criteria, the Congress can insure that its poli- 
cies with respect to escape-clause actions are carried out as 
intended, 

I think this is probably the first time that comprehensive cri- 
teria to be followed by Tariff Commission have been spelled out. 

7. For purposes of escape-clause proceedings a definition of an 
ind aay is provided by section 7 (e) of the proposed amendment 
to H. R. 1. 

Where a particular business enterprise is engaged in operations 
involving more than one such industry, or more than one such seg- 
ment of a single industry, the Commisison shall distinguish or sepa- 
rate the respective operations of such business enterprise for the 
purpose of determining import injury. 

A domestic industry is held to include only those operations that 


relate directly to the production of the products under investiga- 
tion. 
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That concludes my formal statement, Mr. Chairman, and I ap- 
preciate the committee’s attentiveness this morning and I thank 
you for having given me this opportunity to appear here today. 

The Cuarrman. Thank you, Senator. 

Do you want to put in the other papers, to be put into the record? 

Senator Warxrins. I do not believe so, Mr. Chairman. 

The Cuarrmman. Are there any questions? 

Senator George. 

Senator Grorce. No. 

You have given a rather comprehensive statement regarding this 
subject, Senator Watkins, and the questions you raised are most 
important questions for this committee to resolve. 

| thank you very much for your statement. 

Senator Warkins. Thank you. 

The Cuarrman. Senator Kerr? 

Senator Kerr. Senator Watkins, I was keenly interested in all 
of your statement. You said that experience had demonstrated that 
in many cases the Tariff Commission had made recommendations 
based on evidence and opinion of experts, but that experts in the 
State Department took an opposite view, and the President therefore 
did not follow the recommendations of the experts in the Tariff 
Commission. 

Senator Warxrns. Well, it appears that the experts in the State 
Department from contacts I have had with them are the people who 
provide that staff assistance to the President, and, of course they 
negotiate the trade agreements. 

Senator Kerr. I wonder if that doesn’t suggest to you this likely 
answer or conclusion, that the President regards the so-called Recip- 
rocal Trade Agreements Act as an adjunct to his responsibilities and 
powers in the field of foreign policy, rather than as a program relat- 
ing to international trade and commerce, which under the Constitu- 
tion is exclusively under the control of the Congress. 

Senator Warxkins. The two are closely elena. of course, and it 
would be highly desirable, I believe, if we could follow a trade policy 
that will also aid our general foreign policy. But we must not 
destroy at the same time our own domestic economy, or certain seg- 
ments of it which have a right to exist and which we may need very 
badly in time of emergency or in time of war. If we completely 
destroyed them by a shortsight peacetime trade policy they cannot be 
restored at a moment’s notice. That is true with respect to the lead 
and zine industry, for example. You cannot let them go idle for 
years and expect them opened up in an emergency. ater comes 
up in those mines, timbering and other things deteriorate, and it is 
almost impossible to reopen them again. No sensible businessman will 
invest his money under such conditions, and no sensible person will 
become a miner under these conditions. 

Senator Kerr. I notice you quoted Dr. Herres. 

Senator Warxrins. Mr. Herres of Utah; yes. 

Senator Kerr. He made a very fine statement to this committee 
the other day and gave us information to the effect that domestic 
consumption now is based considerably more on supplies from imports 
than from domestic mines. 

Senator Warkins. Yes; he made that statement, as I indicated 
in my prepared statement. He is very careful about his statements. 
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and he is a very honest man, who would not mislead anyone. I have 
known him for many years. 

Senator Kerr. I asked him then if he didn’t think that much of 
that supply that was being imported was being brought in by Ameri- 
can companies that had gone to foreign countries with American 
capital and found a cheap source of supply and cheap labor and were 
bringing it in in competition to our own production. He said he 
thought it was. 

I asked him to give the committee, if he could, his best estimate 
vf what part of the imports were being brought in by American com- 
panies doing business in foreign countries. He brought me back a 
statement of it, and I put it into the record yesterday, which indicated 
that something like a third of all imports was being brought in by 
American operators who were producing in foreign countries. 

Wouldn’t that lead you to believe that, rather than this being exclu- 
sively a reciprocal-trade program, it was becoming a vehicle whereby 
American operators could find and bring in foreign production in 
this case, certainly, and probably in many more, to the great detri- 
ment of local production and the economy of States in our country 
that depend on local production. 

Senator Warktins. I think it is not only true in metals, for instance, 
but it is also true in the field of oil, oil development. As I indicated 
in my statement, the “trade—not aid” people, who are freetraders by 
and large, are just such people—the export segment of our economy. 

Senator Kerr. Evidence im that regard indicates that upwards of 
90 percent of the known oil reserves of the free world are controlled 
by 7 countries, of whom 5 are American and 2 are foreign. 

So, in the field of supplying of fuels to the domestic market in 
competition with both oil and coal, a far greater percentage of the 
imports are being brought in by American operators, even than in 
the field of lead and zinc, in which a third of the imports, approxi- 
mately, are by American operators, but in bringing in the flelds of 
competition with domestic oil industry, and domestic coal industry, 
I would say that very close to all of the importation is on the part 
of American operators doing business and producing in foreign 
countries. 

Doesn’t it seem to you that in view of the fact that it is the sole and 
exclusive function under the Constitution to regulate international 
trade and commerce and to levy imports that Congress not only should 
do so in the appropriate manner, maybe in this bill here, but that it 
also should retain that control of the program that would let it work 
out as one understands the control of Congress in the field of inter- 
national trade and commerce and not just become an adjunct of the 
executive’s powers and the responsibilities in the field of foreign 
relations? 

Senator Warxrns. Substantially I — with your statements, 
Senator. What I have attempted to do here is not offer an amend- 
ment which would treat each industry’s problem, but rather, I have 
tried to provide a program which I think is somewhat of a compro- 
mise. A compromise I think will be effective in bringing back to the 
Congress the needed degree of control over our trade program, and 
still get all the advantages of the reciprocal trade agreement negotia- 
tion by the Executive. 
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Congressional control is provided under this amendment I have 
prepared, since for 60 days after the Tariff Commission has reported 
its findings on escape clause applications, the Congress can reject it b 
a majority vote of either House. If Con does not, then the find- 
ings of the Tariff Commission become effective, and the amendment 
lays down somewhat detailed criteria that shall guide the Tariff 
Commission in its investigations. 

I think the Act with the escape clause provision, strengthened as 
proposed, will make a pretty good act. At present, however, we find, 
as has been indicated, that the President does not follow the Com- 
mission’s recommendations to any t degree, but that of State De- 
partment personnel, who I do not believe are the best experts in the 
field of trade and tariffs. They are better experts in general foreign 
relations, but they come over and advise the Executive—— 


Senator Kerr. Primarily in the field of the responsibility of foreign 
relations ? 


Senator Watkins. That is right. 

Senator Kerr. You have a proposed amendment here. Would it 
change the authority provided in H. R. 1, as it came to us, for the 
President to further reduce tariffs ? 

Senator Watkins. They would give him the same power as H. R. 1 
would, except we hold it to 2 years instead of 3 years that he asked for. 

Senator Kerr. Isn’t it possible that many of the difficulties we now 
face by reason of the working out of this legislation, as we already 
nae oe mm been due to the granting of too much tariff concessions 
already 

Senator Warxkrns. Of course, since the escape clause provision has 
not been made the responsibility of an independent agency subject to 
the control of the Congress. 

Senator Kerr. I understand that. 

Senator WaTx1ns. We need to lower and should lower tariffs wher- 
ever we can, for international trade is definitely desirable, but in those 
cases where trade concessions result in possible injury to efficient 
domestic industry, an important study should be, and the final decision 
as to whether relief ought to be granted should be reserved to the 
Congress. At present, also, we do not always get in return the same 
concessions we give, and by strengthening the escape clause provision 
in the manner I have suggested, adequate congressional control over 
Executive negotiation oF trade agreements can also be achieved, as 
it should. 

Senator Kerr. I want to say that I am very much impressed b 
your position. It seems to me, however, it would be consistent. wi 
your position to conclude that there is already in existence legislation 
ample, if not excessive, authority to make tariff reductions. If that 
is true, in the event the act is renewed, it should be without additional 
authority to further reduce tariff 

Senator Warxrns. Senator, the amendment I have proposed pro- 
vides, as I have just explained, sufficient control. There may be a 
difference of opinion though. However, I didn’t want to hamper the 
President too much, for there is a close relationship between ] 
foreign policy and foreign trade matters. He can and should make 
trade agreements. We only say to him in this amendment from here 
on we are going to exercise the authority given us by the Constitution 
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to say whether or not certain industries have been damaged as a result 
of trade agreements and if so what relief should be granted on the 
basis of expert findings. We are going to have one of our agencies, 
the Tariff Commission, go into the facts, make the recommendations, 
from a completely unbiased position, then we will say whether that 
will become effective or not. 

Senator Kerr. I think the proposal is sound. Believing that an 
ounce of prevention might be worth a pound of cure, and feeling that 
the situation that exists that you seek to correct was brought about 
by the development of problems under the authority already existing, 
that maybe it might be a sound pee to take that we not only 
would provide means for curing of the present problems, but we put 
in a little ounce of prevention to keep more acute ones from devel- 
oping in the future. 

Senator Wartxrns. Well, I was looking at it from the practical 
standpoint, Senator Kerr, and I think the proposed amendment does 
just what you are suggesting needs to be done. 

Senator Kerr. What you are doing is providing a suggestion to 
enable us to cure certain problems. 

Senator Warxrns. That is right. What I am doing now is to—— 

Senator Kerr. I am asking you if in addition to that we ought 
not to provide a little prevention there for the development of these 
problems or to help keep them from being more acute. 

Senator Warxuns. I believe I have. 

Senator Kerr. All I am talking about at the moment is taking out 
of H. R. 1 the provisions which give him the power to further reduce 
tariffs in the future over what he has done previously. 

Senator Warxtns. That increase of 5 percent? 

Senator Kerr. Yes. 

Senator Warxiys. I don’t think that would be desirable for the 
reasons I stated a few moments ago. 

Senator Kerr. Thank you. 

The Cuamman, Senator Malone. 

Senator Matoner. Senator Watkins, I think you have contributed a 
good deal to this committee by tabulating information historically, 
the background of what has happened over the years. You have 
quoted some very able people like Otto Herres. I am very much 
interested in your conclusion that Congress should take back its re- 
sponsibility under article I, section 8 of the Constitution, at least have 
a check on the situation which it does not have, and has not had over 
the years. 

There has been a considerable misunderstanding, it seems, as to 
what happens if we didn’t extend this act at all. Some seem to think 
that it goes back to the old methods that you describe so adequately, 
where congressional committees try to write tariff bills. 

Of course, you explained that that is not true, but the 1930 Tariff 
Act was very specific that the Congress lay down a principle of fair and 
reasonable competition, the difference in costs between our production 
here and in the chief competing nations, and they recommend that to 
be the tariff. It doesn’t. come to Congress at all, unless the Congress 
should introduce a bill and take over the regulation of any product in 
a certain industry. 

| r WarTxrns. I agree substantially with what the Senator has 
said. 
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Senator Mavonr. Isn’t that a fact, that the Tariff Commission under 
the 1930 tariff bill, section 336, is directed specifically to determine the 
difference in the cost of an article here and the cost of an article in a 
chief competing nation ? 

Senator Warxrins. I think that is what I stated in my statement 
and he could also adjust tariff rates, as I explained. 

Senator Matone. I think it was. 

To clear the record entirely, the Congress, unless it introduced a 
special bill, would have nothing to do with it whatever on a certain 
product, or changing the law entirely. It could do that at any time, 
but there are considerable difficulties in doing that, but in this particu- 
lar field we have no authority at all. 

Senator Warxrns. The only method we would have to correct the 
situation we are talking about now is to pass a special act. But under 
this other situation, it would come immediately to the Congress, and 
the Commission would make its recommendation 

Senator Matone. I am not asking about your amendment to this 
bill. IT am asking about the 1930 Tariff Act. Isn’t it a fact that all 
the responsibilities are in the Tariff Commission; the Congress laid 
down a principle of fair and reasonable competition, and the Tariff 
Commission alone makes the computation as to the difference in the 
cost and recommends it to be the tariff, the duty on that particular 
article? 

Senator Warxrns. They make the recommendations to the President 
and he could adjust tariff rates up or down within a range of 50 
percent. 

Senator Martone. The President has no authority to change their 
recommendations. He may not accept it, but he cannot change it. 

Senator Watkins. That is right. 

Senator Martone. Whether he attempts to or not, he couldn’t. 

Senator Warkins. Legally I agree, Senator. 

Senator Matonr. Weare accustomed in the last 22 years for things 
not so much recently, I am glad to say, that they do it whether it is 
legal or not. 

Maybe we are getting away from just that kind of action a little. 

Senator Warkins. That is an improvement. 

Senator Martone. I hope so. 

The escape clause and peril point, the way they are written in the 
bill, it doesn’t matter what the Tariff Commission may say about it, 
or whatever its conclusion, the final decision is with the President 
alone; is that true? 

Senator Watkins. Thatisright. Isostated that in my paper. 

Senator Martone. I wanted to make it clear that each time anything 
comes up we have some kind of an amendment in here to wet the public 
down and give the workingman and investors some encouragement 
that they will get some attention from now on, but they have never 
gotten very much. The President’s decision is final on both the escape 
clause and the peril point after they have gone through the ritual of 
asking the Tariff Commission for its opinion ; is that true? 

Senator Warxrns. I think that is substantially correct. 

Senator Martone. It is also true, then, that in 1934 Trade Agree- 
ments Act we completely changed the principle of setting duties, im- 
posts, or excises, or tariffs as we have come to call them, from that 
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fair and reasonable competitive principle laid down in the 1930 act, 
to one where international political considerations can be given to 
whether or not a duty ought to be lowered, and also the matter of the 
interrelations of industries in this country, like agriculture and manu- 
facturing and mining, and other industries can be considered in fixing 
a tariff. In other words, the situation is such that it opens the door 
wide to factors that the President may consider that never was previ- 
ously allowed to be considered through the Tariff Commission or any 
other commission, but the President may consider these factors, 
whether we gain by giving away part of an industry to foreign coun- 
tries and if we do, in his judgment, it is good for the United States 
of America, he can so decide, can he not? 

Senator Warxins. Apparently so. I think conditions have changed 
a great deal since the days when the Reciprocal Trade Act was first 
passed, and we are all aware of that fact. We know that probably 
any President—and even Congress itself—-would be probably inclined 
to do as much as it could to encourage these other countries to en- 
courage foreign trade. As I stated in my paper, I am not opposed to 
increasing foreign trade. I would like it done as much as possible so 
long as it does not destroy efficient domestic industries and the Ameri- 
can economy. I think that would be a disservice to our allies if we 
did a thing of that sort. 

The biggest single factor in the defense of the free world is the 
United States, oat one of the biggest single factors in our defense 
program is our economy, our industries, our mines, and our farms and 
the brains of America and developing under the free-enterprise sys- 
tem. If that should be weakened, it would probably be more damag- 
ing to us than if we lost several of the other nations’ armies and navies 
and air forces, 

Senator Martone. That is always part of my speech, and I appre- 
ciate it. 

Senator Warxins. Thank you. 

Senator Martone. It saves me some time. 

However, we did change the principle entirely from a principle laid 
down for the Tariff Commission to fix rates on the basis of fair and 
reasonable competition by determining the difference in cost between 
this Nation and the chief competitive nation for this article or a 
similar article and recommending that to be the tariff, to a principle 
of allowing all of these factors tobe considered that I have just named 
in the President’s decision. 
_ Senator Warxrns. That statement has some substance. I am hav- 
ing a little difficulty to follow all of the—— 

Senator Maronz. I will name them again. 

Senator Watkins. You don’t need to. I am in substantial agree- 
ment. I am in substantial agreement as far as I can go in respect to 
this proposition. 

Senator Matonn. You can take it from me I quoted it correctly. 

Senator Warxxrys. I am not doubting it. 

er Matone. You agree with me that we changed the prin- 
ciple 

Senator Warxins. In part, yes. 

Senator Matons. I will take cognizance of that word. 

Senator Warxins. The 1930 act was a flexible act. 
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Senator Marone. It was a flexible tariff, but not a flexible principle. 
The principle was laid down cold that the American workingman and 
investor got the protection of a duty, the difference between the cost 
here and the cost in the chief competitive country. Then it was flex- 
ible that on their own motion or on invitation of Congress or the 
President or pretty near anybody, they could take it up and change 
it when they found it no longer fit the situation. That is true, isn’t it? 

Senator Warxrns. No, as I explained, the President could reduce 
or increase tariff 50 percent. 

Senator Martone. There has been a good deal of argument as to 
whether we changed the principle and put in the escape clause and 
peril point just what we intended to do. I want to quote to you from 
the Secretary of State, which seems to clear that up. 

In answer to a direct question from a member of this committee to 
Secretary Dulles: 


Do you agree there is authority in the act to trade away an American payroll 
to serve an international purpose if it causes injury to that American payroll? 


this is his answer: 


Conceivably so, yes. We do a lot of things, sir, which do great injury to the 
American people to serve an international purpose. 


Further on in his answer to similar questions, he says: 


It is my understanding that the so-called escape clause is not designed to 
protect from injury every particular element in American industry. 


Further, in pressing the same question, he said: 
I do recognize that the competition, whether it is from domestic or foreign— 
putting them on the same basis— 


does injury and it does injure first the weaker and less economical units in an 
industry. , 

So it was very interesting to me to have the Secretary of State inter- 
pret that act that was intended in the first place to trade a part of 
the industry away. Then he further says: 


I think those are matters— 
in answer to a further question— 


that I think you will appreciate might cause discrimination between the little 
fellow who is in one line of business, which is definitely comparable to the same 
line of business conducted by the big fellow who is also hurt, but less pain- 
fully, because, on the whole, the big fellow’s operations are more profitable, 
taking in all his operations without regard to just one segment— 


and Secretary Dulles answered: 


I think those are matters, when you have the international factors involved, 
which should be, to some extent, within the discretion of the President’s 
judgment. 

I was very much interested in your coverage of the lead-zinc situa- 
tion. Of course, we brought that out in another committee, of which 
you are a member, that England’s stockpile, paid for largely by 
American taxpayers, had a lot to do with breaking the zinc-lead 
market in this country. 

In 1953, they started to ship their stockpile in here. You quoted 
from Otto Herres. He is a keen‘ observer and knows the situation 
thoroughly. It broke the market in zine from 16 cents to 10 cents, 
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and turned the ore we had in this country, most of it, into country 
rock. That is about the result of it. 

I am sure you have studied this General Agreement on Trades and 
Tariffs at Geneva. 

Senator Watkins. Yes, Senator. , 

Senator Matong. Are you aware that the existence of that organi- 
zation of 35 to 50 nations that deals in multilateral agreements by 
which we are bound, according to the State Department, and whether 
we are or not, we are living by them. If we did not extend this bill, the 
organization could not proceed with its operation. : 

Senator Watkins. In my amendment legislative recognition of 
GATT is withheld. 

Senator Matone. I am talking about this situation as it isnow. You 
understand that it could not operate if we didn’t extend this bill. 

Senator Warxins. I say on page 3: 

Provided further, That the enactment of the Trade Agreements Extension Act 
of 1955 shall not be construed to determine or indicate the approval or disap- 
proval by the Congress of the executive agreement known as the General 
Agreement on Tariffs and Trades. 

That was intended to give it no standing and not do anything about 
it until we got a recommendation with respect to it from the President 
and we approved or disapproved it. There would have to be special 
legislation on that subject. 

Senator Matonr. We have had that in other legislation already 
passed. In years past it was included in certain legislation. 

Senator Watkins. We understand the President is going to send 
up the organizational provisions. 

Senator Matone. Apparently he is holding it up until we pass this. 

Senator Watkins. You would know better. You are on the Finance 
Committee. I don’t know what you have received up to date. 

Senator Matonz. I am asking you whether it wasn’t in prior 
legislation in years past. 

Senator Warxrns. Yes. 

Senator Martone. I am trying to develop this for both of us. 

Senator Warkrns. I am trying to help you. 

Senator Matone. You are hhelpitiy me very much, The President 
has not sent the GATT provisions up here, and some of us believe 
that it will not be here until after this act is passed, which assures 
the continuation of the GATT organization. 

Senator Watkins. I was afraid of that myself, and that is why I 
put that provision in my bill. But we ought to reserve judgment 
until the President sends the thing to the Congress. 

Senator Matonn. Whether you approve it or not, that same pro- 
vision has been in past legislation, and it has operated whether Con- 
gress approves it or not, and we have been living under its provisions 
whether we like it or not. We didn’t seem to know how to attack it. 

Senator Watkins. We didn’t have enough votes. 

Senator Matonz. We might have had the votes, The point is we 
didn’t attack. It is like the International Trade Organization. When 
it came up here we refused it. 

Then you are aware that the State Department immediately organ- 
ized what they call the International Materials Conference, which did 
the same thing, and it was financed surreptitiously out of the State 
Department funds. 
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Senator Warxins. I agree with that. I was very critical of the 
way they handled these matters. 

Senator Matone. Regardless of the wording of your bill, if we 
extend this act, it can go on even if he doesn’t send it up. 

Senator Warxrns. He has to send it up here. 

Senator Matonn. There is nothing to make him send it up here. 

Senator Warkins. We cannot force him physically to do it, but if 
he observes the spirit of the act, he will send it up, and I am sure 
he will. 

Senator Matone. It has been 22 years now and some of these changes 
have never arrived here. It can operate, continue its operation regard- 
less of any wording in your amendment, even if your amendment 
is accepted. 

The United Nations Assembly just passed a resolution 3 or 4 months 
ago creating another worldwide organization to regulate trade which 
under this act, if it is extended, can go on and on. I doubt if that 
resolution is sent to Congress. 

No one has paid any attention to it. 

Senator Warxins. We get overloaded with these organizations. 
I sometimes think we have “organizationitis.” 

Senator Martone. That is correct. But don’t laugh it off, because 
they are operative and effective. If you don’t extend this act, then 
they all fall on their face of their own weight. So let’s explore what 
happens if you don’t extend the act. If you don’t extend it, then you 
understand that every product upon which there is no trade agreement 
reverts immediately after midnight June 12 of this year to the Tariff 
Commission. 

Senator Warxrns. I understand the old Tariff Act would be in 
effect. 

Senator Matonr. Except where there are trade agreements in effect. 

Senator Watkins. Subject to what has been done in the meantime. 
We would have to recognize our agreements because, as I remember 
the Constitution, they become the law of the land. 

Senator Matone. That is what some of us are objecting to, also, in 
addition to what it does to us. The President can, at any time he 
sees fit, serve notice on the country with which such trade agreement 
has been made for cancellation, and then within a certain specified 
time, that product, too, reverts to the Tariff Commission under that. 

Senator Warkrns. Yes; with the President having limited author- 
ity to adjust tariff rates. 

Senator Matone. So then we might, I suggest, at least, just suggest 
for your study, that I have an amendment to the 1930 Tariff Act that 
would give the Tariff Commission a little more leeway. They are 
confined to 50 percent up or 50 percent down now, and the inflation 
over the last 20 years has lowered any fixed tariff more than 50 percent.. 
I think you would with that; would you not ? 

I think you would agree that any fixed tariff in 1934 when this act 


was passed due to the inflation, probably 50 percent or more, has low- 
ered any fixed tariff at least 50 percent, due to the inflation. 

Senator Warxkrns. I would like to make this comment with res 
to what you have just been saying, Senator. If you give all the power 
to the Tariff Commission, then we are in the same position, if we don’t 
like what they are doing, as we are at. present where the President has 
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the final say. I think the Congress ought to have a veto power on 
anybody who makes that determination. 

Senator Matonr. We have that in this amendment I have. 

Senator Warkins. Then you are in substantial agreement with 
what I have offered, except that you eliminate the executive branch 
entirely, and I don’t think that is desirable. 

Senator Matone. I am not in substantial agreement, but I will come 
to that later. 

Under the 1930 Tariff Act, you have the principle of fair and 
reasonable competition. Any man in the United States, woman, or 
boy, who can get enough money to Fe into business, if he thinks he 
has a market and raw materials and transportation and everything 
right, he can say to his potential investors, “This is the principle laid 
down by Congress. I do not have to compete with foreign nations 
because anything of theirs will have to come in on their level of cost. 
I only have to compete with my own people who pay approximately 
the same wages and taxes and cost of doing business.” 

There is a lot of difference in that principle and the principle that 
one man can consider all political implications, international political 
implications, and try to cure them with the lowering of any duty that 
he puts the finger on. 

So on this principle we still could take up any particular item we 
want to, but in the amendment I have offered to the 1930 Trade Act, 
I have that 60-day proposition, that if we didn’t act in 60 days, their 
recommendations would become final, and it doesn’t go to the Presi- 
dent at all. It goes to Congress. 

Senator Watkins. I would say I don’t think you could exclude the 
President entirely. 

Senator Martone. He was excluded for 75 years. 

Senator Warxtns. He had the power to veto. 

Senator Martone. He has it under the 1930 act. 

Senator Warxrns. He has the power to veto any legislation. 

Senator Matone. Under the 1930 act. 

Senator Warxtns. Under any act, under the Constitution. 

Senator Ma.tonse. But he doesn’t have the power to veto anything 
that this Congress does that the Constitution of the United States 
puts in its hands, and they put it in the hands of their agent, the Tariff 
Commission, he couldn’t veto it any more than he could veto a freight 
rate set by the Interstate Commerce Commission on the basis of rea- 
sonable return on investment. 

Senator Watkins. He could veto this bill to make such provisions. 

Senator Mavonr. He can veto the bill and he can veto your amend- 
ment. 

Senator Warxtns. Certainly. I expect that. That is the Con- 
stitution. 

Senator Matonr. What are the things we should do here, not what 
the President is going to do. 

Senator Warkrns. I can give you my answer to it. I have set forth 
here in about 15 to 20 pages my answer to the question you are asking. 

Senator Maronz. I listened to it carefully, and I think you made a 
contribution. 

Senator Warxrns. I would like you to stand in back of that, and 
I would like to have your support. 
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Senator Matone. You will have my support any time you lay down 
a principle of the protection of the American workingman’s job and 
the American small investor. My support will not go to any bill that 
leaves that in the hands of any one man. 

Senator Warxrns. I think I have written that safeguard provision 
so it meets your requirements. 

Senator Matonz. I hope so. There is another thing I deplore in 
this committee and all the people who come before it. They just as- 
sume that we will leave it in the hands of one man to make it or break 
it. So they come in for an amendment. The oil people want a quota. 
This amendment of mine would also allow them to use quotas. I have 
put it in the bill. I have put the bill in the record, so it will be 
available. 

Senator Watkins. I haven’t, Senator, and my bill is an overall ap- 
proach rather than an industry-by-industry approach. If you are 
going to have an industry-by-industry carne you might as well 
have the whole tariff bill back here for Congress to contend with, 
and I don’t think that is desirable. 

Senator Matone. But under the 1930 Tariff Act it doesn’t come 
back to Congress except if it introduces a special bill, if we don’t 
extend the 1934 Trade Agreements Act. You have substantially 
agreed with that already. 

I think you have contributed a lot of good background to this 
discussion, and I merely wanted to bring out the 1 thing, 1 point 
specifically, that we did change the entire principle of regulating 
foreign trade when they passed the 1934 Trade Agreements Act, 
and you know that the words “reciprocal trade” is not in the act 


or in the title or anywhere near it except that the name was tagged 

on by some London bankers like the “dollar shortage” and “trade 

not aid”; it is just something for us to mouth and sell our pe 
e 


on. But nevertheless it doesn’t matter what you call it. all 
know what you are talking about. We changed the principle then 
to allow these international political factors and the meshing of 
industry in this country which allows one facet of industry to be 
sacrificed for another to be considered as factors, and allowed one 
man to determine to what extent these factors are considered. The 
next point is that if we do not extend the bill at all, we have taken 
the first step to destroy these worldwide trick organizations. They 
have games already set to play, providing we put our markets in 
the game. If we don’t, there is no game. 

I thank you very much, Mr. Chairman. 

Senator Warxins. I don’t agree entirely, Senator, but I thank you. 

Senator Grorce (presiding). Senator Carlson ? 

Senator Cartson. May I express my appreciation to the senior Sena- 
tor from Utah for what I think he has contributed in the form of a 
very valuable statement before this committee. As I read your state- 
ment, I believe you are very much of a realist. You expect us to 
extend the reciprocal agreements and you want to protect some of our 
industries or some of the industries that we feel have been injured. 

Senator Warxrns. That is right. I want to lay down an overall 
policy rather than take it industry by industry. I want to set up 
the machinery by which any efficient industry that is aggrieved or has 
been injured has an effective remedy, and the Congress will finally 
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make its decision after the Tariff Commission, or instrumentality, 
has acted. 

Senator Cartson. During the past few days, past few weeks, we 
have had a number of witnesses before this committee representing 
various segments of our economy, various industries, and to me. they 
presented some very strong cases with regard to injury. I take it 
from your statement, then, that you would want to amend the escape 
clause so it would really be effective. 

Senator Warxktns. That is precisely what I think the bill does. 
That is what I have tried to do, make it effective. 

Senator Matonr. I appreciate very much the appearance of the 
Senator from Utah. 

Senator Watkins. Thank you, sir. 

Senator George. Senator Bennett. 

Senator Bennertr. Mr. Chairman, I want to welcome my colleague 
before the committee and congratulate him on the real contribution 
he has made to our basic information, basic understanding of the 
overall problem. I come along at the end of the list, and I think 
most of the questions have been asked by this time, but there is one 
point on which he touched very briefly, and I would like to have him 
expand, if he would. 

Why do you feel it is necessary to increase the Tariff Commission 
from 6 to 7? 

Senator Warxrys. The Commission now, of course, is made up of 
six, and with an even number you can have tie votes and you don’t 
get anywhere. You don’t get a recommendation if 3 are on one side 
and 3 on the other. In other words, in order to have an effective 
Commission as a practical matter, we must have 7 members or cut it 
down to 5. I would rather increase the number because they may 
have a lot of applications, and 7 members will be more effective than 
5. That is purely a matter of practicality. 

Senator Bennerr. Under the present circumstances, the Commis- 
sion makes its report and the fact that there may be a tie vote doesn’t 
free the Commission from the obligation of making some kind of 
a report, and we produce a minority and a majority report. Isn’t that 
the present status ? 

Senator Warxrns. If there is an even split, you wouldn’t have a 
majority and a minority report, you would have two reports. 

Senator Bennerr. You would have two reports. Does the Senator 
have any fear about the possible creation under this kind of a situation 
of a Commission politically unbalanced ? 

Senator Warxins. Well, as a practical matter, I think that it might 
at times be politically unbalanced. It would be in all cases unless 
you found someone who didn’t have a party affiliation whatsoever. 

Senator Bennett. Well, theoretically, at least, the two parties are 
balanced on the present Commission so that the report—of course, 
it might be conceivable that it would come out on the basis of politi- 
cal consideration—but there might be a greater chance, perhaps, if 
it were politically unbalanced in the first place. 

That is one of the problems that this committee has to face, the 
question of posible injection of political considerations, and the op- 
of the Commission to make its decisions on an unbalanced 

asis. 
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Senator Warxrns. I will say this, that as far as I can remember 
from studying the history of the United States there has never been 
a time when the tariff wasn’t more or less in politics. I don’t see how 
you can divorce it. 
 Let’s be realistic and frank about it. If there were 7 members, at 
least 4 of them would probably be of the same political party. But 
I don’t think that is a bad thing, Senator, because after all is said 
and done, people decide the policies they want to pursue, then they 
should be enforced. 

We shouldn’t have some organization set up here that would make 
it impossible to enforce the decisions made as to the policy. That is 
what might happen if you only had six members, 

Senator Bennett. Under the present situation, and the situation 
envisioned by the Senator’s proposed statute, the report would have 
to come either to the Executive as now, or to the Congress under his 
program 

Senator Warkrns. Both? 

Senator Bennerr. Or both. So, in the final analysis it is not in 
the hands of the Tariff Commission; it remains a staff organization 
and not a policymaking organization. 

Senator Warxkrins. Well, of course the final decision would be in 
the Congress, but by the method set up here it will in effect adopt the 
report of the Tariff Commission and make it effective if it approves 
of it, and it will show that approval by not upsetting the decision. 

Senator Bennerr. I think that is all, Mr. Chairman. 

Senator Grorce. Senator Martin? 

Senator Martin. No, thank you. 

Senator Martone. Mr. Chairman, on this matter of the seven mem- 
bers, I think it is a good idea; I agree with the Senator from Utah. 
If, like under the 1930 Tariff Act, a principle is laid down under 
which they shall determine certain information, there would be less 
likelihood of politics entering into it than if you were under a law 
where political considerations, international political consideratons, 
could be considered, would there not ? 

Senator Warxkrns. I think they could consider it. It might be that 
the Congress would want them considered. 

Senator Matone. No; what I mean is that if they laid down a prin- 
ciple like the act of 1930, they don’t consider any other factors at all 
except the difference in the cost, which is more or less factual in any 
case, and a matter of judgment. 

Senator Warktns. Of course, conditions have changed radically 
since that time. Now we are in an era where we have to look after 
our defense. We have got to use every instrument that this Nation 
possesses to defend ourselves; we can’t overlook anything. 

Senator Maxone. I think you are right about that, and I don’t 
think we are doing it. But at the same time I am unwilling to sacrifice 
the small investor—meaning the investor that can’t go to a foreign 
nation and put up a factory to manufacture things and send them 
back here on the basis of international factors at all, because they are 
then subject to blackmail—— 

Senator Warxrns. I would say this, if it becomes necessary to the 
defense of the country to sacrifice—I won’t say sacrifice—we call it 
sacrifice—we should do at that time the same as we do for a site for a 
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factory ; we condemn it under the law and we pay for it. We might 
have to compensate some persons whose businesses have to be sacri- 
ficed for the common good. 

I wouldn’t go so far as to say we couldn’t do it. 

Senator Matonr. There is only one criterion that you can make 
that statement on, that you buy help by giving them an industry that 
we now enjoy. I do not believe it is necessary, and I think you will 
never reach the end of it if you continue it. 

What this act has done actually has been to make us dependent on 
foreign nations for things that we can’t fight without, and which we 
may not be able to get when the time comes to fight. 

Senator Warkins. I agree with you, I think from the standpoint 
of defense we have got to keep these industries alive. That should 
be one of the prime considerations in the matter of entering into an 
agreement in the first place, and the matter of using the escape clause 
in the second place. 

Senator Martone. That is correct. Under the principle of the 1930 
Tariff Act there is no escape from it, they have to use it. But I also 
agree with you thoroughly that maintaining our economy is prob- 
ably the top criterion of our safety. 

Senator Grorce. Senator Watkins, the committee appreciates your 
appearance here. 

Senator Warkins. Thank you. 

Senator George. Mr. Miles Romney. 

Senator Bennerr. Mr. Chairman, Mr. Romney is another citizen 
of Utah, executive secretary of the Utah Mining Association. I want 
to welcome him to the committee. 

Before his material is presented, since it will back up in part the 
testimony of Mr. Otto Herres, who appeared before the committee 
last week, I would like permission to insert in the record at this point 
a certain statement contained in the 91st annual report of the Saint 
Joseph Lead Co. on the lead-zinc proposition which Mr. Romney 
will diseuss. 

Senator Grorce. You may do so. It will be inserted. 

(The information referred to follows :) 


NINETY-FIRST ANNUAL REPORT FOR THE YEAR 1954—Sr. Joserpn Leap Co. 
WORLD MARKETS FOR LEAD AND ZINC 


On May 28, 1954, the United States Tariff Commission recommended an 
increase in the import duties on lead and zinc. On August 20, 1954, President 
Eisenhower rejected the Tariff Commission’s recommendation and announced 
as a substitute an expanded program of buying these two metals for the 
Government stockpile. The President's message on the subject assured the 
lead and zinc industries that he recognized that the domestic miners had been 
unduly injured by excessive imports, and announced that continued study 
would be given to the problem to determine whether the increased stockpile 
purchases were the proper solution, 

The experience with stockpiling over the past 6 months has proven of 
limited value for the American mining industry. Miners in the United States 
are grateful for the strengthening of the domestic market prices of both lead 
and zinc due to the purchase by the Government of excess stocks, but it must 
be recognized that domestic production is still decreasing. Lead and zine 
producers throughout the world have greatly benefited by the United States 
stockpiling program, and current quotations on the London Metal Exchange, 
have reached levels which many observers believe to be higher than required 
to bring out the necessary production, and probably are adversely affecting 
consumption. 


59884—55—pt. 39 
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The stockpile program has the important defect in that it fails to provide 
any restraint on the large imports of lead and zinc ores and metals which 
continue to enter our domestic market. President Eisenhower's Cabinet Com- 
mittee on Minerals Policy has recognized “that a strong, vigorous, and efficient 
domestic mineral industry is essential to the long-term economic development 
of the United States,’ and Washington has further stated that the market 
prices of lead and zinc must be at levels “that are sufficient to maintain an 
adequate domestic mobilization base.” Your company has advocated the best 
solution to be moderate stockpiling coupled with a program of assistance in 
the form of restoration of higher tariff or import taxes, as having the following 
advantages: 

It would have the immediate effect of establishing United States prices 
at a higher level than the rest of the world. 

It would aid the American miner who needs help, but not overstimulate 
the production from foreign mines. 

Due to the higher United States prices the foreign producer would con- 
tinue to market a portion of his production in our country because he could 
afford to pay the increased duty and still net the same world market price. 
The United States would continue to receive sufficient imports to meet 
the requirements of our manufacturers and consumers. 

The regular flow of lead am! zinc ores and metal among nations would 
still be subject to conditions of supply and demand and the automatic laws 
of the market place, which are fundamental to our economy. As a conse- 
quence we avoid the serious risks and objections attached to artificial 
schemes such as international cartels, subsidies, and other forms of govern- 
mental experiments. 


STATEMENT OF MILES P. ROMNEY, MANAGER, UTAH MINING 
ASSOCIATION 


Senator Grorce. Mr. Romney, we will be glad to have you pro- 
ceed in your own way. If you don’t want to yield to questions un- 


til you have finished your statement, if you have a formal state- 


ment, you may do that. Or you may yield as you go along, just as 
you choose. 


Mr. Romney. Thank you, sir. 

Mr. Chairman and gentlemen of the committee, I have a rather 
lengthy statement which I realize would run considerably over the 
time allotted to me, so I will ask your permission to speak briefly 


from the statement and then have the full statement submitted for 
the record. 


Senator Grorcr. Yes, you may submit your full statement for the 
record. 


(The statement of Miles P. Romney follows :) 


STATEMENT oF Mires P. RoMNEY, MANAGER, UTAH MINING ASSOCIATION, SALT 
LAKE Crry, UTAH 


I am Miles P. Romney, manager of the Utah Mining Association, which group 
represents more than 95 percent of the State’s nonferrous metal production. I 
am a graduate geologist and my principal experience has been in the field of 
mineral exploration, In that field I became acutely aware of the need for a 
strong domestic exploratory program. Domestic mineral exploration is dying 
on the vine, so to speak. Mineral exploration activity is almost completely ex- 
tinct in fields where promise of investment return and profit realization rest 
on ability to meet both the competition of foreign metals and the obligations 
of the domestic tax structure. 

My testimony relates to the effect of trade agreements on the domestic lead- 
zinc mining industry in general and in Utah particularly. 

Evidence has been presented by Mr. Herres and by Mr. Young to illustrate 
the damage from excessive imports under the drastically reduced rates of duty 
on lead and zinc. This evidence was fully documented by the United States 
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Tariff Commission and was recognized by the President in his letter of August 
20, 1954, to Senator Millikin, then chairman of your committee. 

The Tariff Commission investigation, conducted in full accordance with the 
escape-clause provisions of the Trade Agreements Act, as amended in 1951, was 
initiated by your committee and had previously been strongly suggested by 
Secretary Dulles and other Cabinet and administration officers in hearings on 
the Simpson bill. The industry participated in full confidence that should find- 
ings of the Commission be favorable for relief in terms of duty increases, such 
increases would be granted. That the administration could deny the unanimous 
recommendations for increased duties and that they could offer in lieu there- 
fore untried, substitute measures, illustrates clearly the ineffectiveness of 
present escape-clause provisions of the present act. 

Checks and balances are a basic principle in American Government. The 
lead-zine case serves as a classic example of circumvention of that principle. We 
support Senator Arthur V. Watkins in his proposed amendment to H. R. 1, 
designed to assure domestic industry that they will be tried and judged by the 
Congress on escape-clause and peril-point matters, rather than by the executive 
branch of Government, which prepared and negotiated the agreements containing 
the suspected injurious provisions. 

I would like to emphasize a few of the basic points the President commented 
on in his letter of August 20, which letter explained his decision not to approve 
the Tariff Commission’s recommendations. He recognized that unemployment 
and community distress existed and that an adequate mobilization base was not 
being maintained. He referred to long meetings with Cabinet officers, Members 
of Congress, and others, held in his concern over the need to maintain a strong 
and vigorous domestic mining industry. He announced his decision to not grant 
the recommendations for increased duties on the basis that there existed a seri- 
ous question as to the magnitude of the direct benefits that could be expected 
from such increase.’ He directed the Secretary of State to “seek recognition 
of the foreign countries which are the principal suppliers of lead and zine that 
this increased stockpile buying is designed to help domestic production and that 
they will not themselves seek to take any unfair advantage of it.” This in recog- 
nition of the knotty problem of excessive imports. 

It is interesting and a bit discouraging to note the nature of compliance with 
this request by foreign producers. 

The Australian consulate general in San Francisco was quoted in the Salt 
Lake Tribune of January 25, 1955, as follows: 

“Australian lead-producing companies expect to increase their sales to the 
United States as a result of a recent decision by President Dwight D. Eisenhower 
against imposition of higher duties on lead.” 

General imports of lead increased substantially after March 1954 announce- 
ment of the increased stockpiling plan. Imports averaged 30,069 tons per month 
during January, February, and March 1954. The average monthly import rate 
was 11,375 tons per month higher over the next 3 months. For the last 9 months 


of 1954 the rate was 8,708 tons higher than the first 3, an increase of 26 percent 
in volume. 


General imports of lead, 1954 


January to April to April to Total for 
March une Decem ber year 


“| 
124, 332 | 348, 997 439, 203 
41, 444 | 38,777 | 


; 





General imports of zinc showed a slightly different pattern, but the average 
monthly rate was 4,904 tons higher in the last 6 months of the year than in the 
first 6. Stockpile purchases began June 7. 


1The increases would have provided effective duties of 2.5 cents and 2.1 cents, r - 
tively, on lead and zine metal, an increase of 1.4375 cents on lead and 1.4 cents on zine. 
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General imports of new zine, 1954 





J anuary—June 


July-Decem- 
ber 


Total for year 


Tons zine 288, 040 317, 467 605, 507 
Average monthly rate 52, 911 50, 459 





Imports have and still continue to exert heavy pressure on domestic mines. 
Stockpiling has, to some extent, temporarily improved prices of lead and zinc, 
but has not served to stop the downward trend in domestic production or to 
stimulate exploration and long-range development investments in search for new 
ore bodies. 

The Cabinet Committee on Minerals Policy, reporting to the President Novem- 
ber 30, 1954, wrote strongly on the need of adequate mine productive capacity and 
of exploration work. Under (c), Mobilization Planning for Minerals, they said: 

“The level of production that must be maintained in peacetime for each min- 
eral must be established in order to insure an adequate mobilization base for 
war. * * * Government must make plans that will enable the mineral industry 
to retain essential technical and skilled personnel. * * *” 


And under (II), Development of Domestic Mineral Resources, they state: 

“Mineral resources are wasting assets * * * conservation calls for wise and 
full use. * * * Ore extracted from the earth does not renew itself, conservation 
cannot be achieved by locking up our resources for some indefinite use in the 
indefinite future. * * * Successful mining usually requires long-range planning 
and substantial investment. Today’s mines are the result of exploration, devel- 
opment, and risk taking over a period of many years. Exploration * * * often 
requires substantial capital—much of which is a total loss. * * * Mines of the 
future must be planned today—not a decade hence.” 

The question of continued productive ability of our normally economic mines 
(considering production costs in our domestic economy) and the present almost 
complete lack of exploration investments for the discovery of new mines poses a 
serious threat to both our peacetime economy and our defense needs. 

The following data illustrate the downward trend of domestic production 
caused by excessive imports. Recovery in mine productivity followed the adverse 
conditions under which the industry operated during the war and proceeded 
encouragingly to 1950 for lead and 1951 for zine (postwar, peak production 
years). The squeeze of excessive imports and drastically reduced prices have 
since been yearly taking their toll. Both lead and zinc production in 1954 
reached a low since the early 1930 depression years, not because we lack actual 
or potential domestic reserves, but because actual reserves have been turned to 
waste rock and exploration incentive has been extingushed. 


Zine.-—Domestic mine production and consumption of slab zine, compared with 
general imports of zine 
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Lead—Domestic mine production and consumption of new lead, compared with 
general imports of new lead 


| 


| Domestic 

mine pro- 

Domestic | duction as 
mine pro- | percent of 
duction domestic 
| | Consump- 
tion 
} 


Imports of 
Imports of | lead as Domestic 
new lead— | percent of | consump- 
general domestic tion of 
imports consump- | new lead 
tion 





Tons | Tons Tons 
1946__ ~ ame reeom . . 335, 475 | 1.9 | 155, 681 28. 541, 800 
1947_.. ‘ . atmabanpaens > } 384, 221 ss 211, 844 28. 744, 000 
1948. _ - wr ilar cnillibeite ‘ > anatase! 390, 476 52. 318, 510 42.¢ 744, 000 
1949_ . - > ae amphi 409, 208 | .8 | 384, 953 . 579, 000 
1950__- Siesde — 430, 827 5 528, 586 59. 885, 100 
1951... —— . 388, 164 | $7. 2 248, 943 ¥ 677, 700 
1952_ . jie. 7" winipatinali 390, 161 v. 615, 495 78. 781, 900 
GE Se a ne | 341, 872 | 3.6 552, 308 .é 784, 200 
1954_ edeeai acta merbuniiene silenced 322, 737 .5 | 438, 535 1 776, 500 


| Estimated. 


To summarize the domestic production, consumption and the general import 
data: 

Combined domestic lead-zine production was 67.7 percent of domestic new 
metal consumption in 1946, but had dropped to 50.2 percent in 1953 and 46.6 
percent in 1954; and 

Combined imports of lead and zine was but 39.6 percent of domestic new metal 
consumption in 1946, whereas they increased to 73.2 percent in 1953 and 63.3 
percent in 1954. 


DATA ON WESTERN STATES AND UTAH 


I would like to present briefly some comparative data on mining, on employ- 
ment, and on community economics over the past few years in the Western States, 
as a group, and in Utah, in particular. 

In Western States mining is one of the major industries. The metals after 
mining, milling, and smelting in the West are sold principally as raw materials 
to eastern fabricators. Continued operation of the mines is just as vital to the 
economy of that area as to our foreign friends who protest so violently the sug- 
gestion of reasonable measures to insure competitive equality for our mines. I 
propose to show that in the past few years: 

1. Many mines have closed. 

2. Production has been seriously reduced. 

3. Value of production has been drastically reduced. 

4. Earnings for present operating mines are grossly inadequate to support 
operation, exploration, and related community economics. 

5. Milling, smelting, and refining plants are jeopardized. 

6. Employment has suffered serious reductions. 


1. Mine closures 


In 1946, 46 Utah mines reported lead-zine production and in 1948 after but 
2 years postwar recovery there were 74. In 1953, there were 12 and in 1954 but 
7 Utah operators reported lead-zine production to State tax commission. 

Many small mines were of exploratory or development status. Under the 
adverse circumstances, investors of risk money simply withdrew their support 
and closed the mines. 


2. and 3. Production and value 
Western States: 
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Total mine production of lead and zinc metal, 1946-54, in Arizona, California, 
Colorado, Idaho, Montana, New Mevico, Nevada, Utah, and Washington 
(Bureau of Mines data) 


| | 
| Western 
Percent of 1951 | Statesas | Average yearly price 
| percent of | 
| total 
United 
| States 
Value! | mine 
| production 


Total tons 
lead and | 


enc (thousands) | 


| 
| Production 





eS 
= 


1946_. 438, 317 $74, 451 
1947 : 567, 089 137, 533 | 
1948 617, 881 190, 343 | 
1949 600, 269 165, 389 | 
1950 : 614, 237 173, 679 | 
1951 ie 628,514 | 224, 608 | 
1952 3 614, 196 201, 358 
1953 na 498, 748 120, 882 | 
1954 : 404, 687 98, 338 


8. 109 

14. 673 ; 

18. 043 13. 589 
15. 364 12. 147 
13. 296 13. 866 
17. 500 18. 000 
16. 467 16. 215 
13. 489 10. 855 
14. 054 | 10. 681 


_ 
SSSRRS 
me Or SW or ww 


12 
BSSRRSSRS 
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~ 





| 
} 
| 
| 


! This is dollar value, not adjusted to purchasing power of dollar, which was 102.8 in 1948, 111.0 in 1951, 
and 114.8 in 1954. 





Individual States show the following comparison for the years 1951 and 1954: 


1951 1954 


| Value as 
/Total market — of 
| value (thou- 
sands) 


Total market 
value (thou- 
sands) 


|. Total tons 
lead and zine 


Total tons 
lead and zine 





Arizona , ‘ 

RE Re Os Bop ty 
Colorado - - 
Idaho_... 
Montana 
New Mexico 
Nevada___- 
Utah. 
Washington 


w 
= 
= 


$7, 249 
919 
12, 529 
32, 002 
17, 582 
238 


1,191 
19, 057 
7, 571 


ESS 2Z8228 


BES 


~ 


SESRE3R8 


oBe RBS oe 
won 

rar a 
S25-RRSS8 
SaQnawanw-s D> 











Market value of lead and zinc produced in nine Western States for 1954 was 
but 43.7 percent of the market value in 1951. (Two hundred and twenty-four six- 
tenths million dollars, 1951, compared with $98.3 million, 1954, which are values 
at point of sale and should be reduced by about $10 million to adjust for refining 
and transportation costs outside of the western area.) 

Most Western States levy property taxes on assessed valuations involving value 
of the production. In Utah the difference between 1951 and 1953 production value 
would mean approximately $220,000 less to local taxing units on property taxes 
only. The impact on individual and corporate income, sales, and many other tax 
bases, is difficult to calculate, but would be substantial in the combined direct and 
indirect tax income, 


4. Present mine earnings 


Data was obtained from the Utah State Tax Commission records on the total 
receipts for sale of ore (net smelter return) and the reportable cost of producing 
that ore for all operating lead-zinc mines on a year-by-year basis, 1946 to 1954. 
The total cost deductions reportable to the State exclude some cost items which 
a company must consider in determining net profits. The total receipts, allow- 
able deductions, and difference between total receipts and cost deductions are 
shown below. 

The above-referred-to exclusions include cost of : 

Boarding houses, bunkhouses, and dwellings. 
Payments on purchase of mining property. 
Legal expenses. 

Interest. 

Royalties. 
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Depletion (which is 23 percent of the gross, limited to 50 percent of net). 
Insurance (other than workmen's compensation ). 


Federal taxes. 


Data from Utah State Tax Commission records of lead-zinc operations of mem- 
bers of Utah Mining Association, 95 percent plus of Utah operations 





| 


Tons ore 





693, 204 | 


6, 538, 207 
726, 467 





: 
|Gross receipts 
| net smelter | 
returns 


— 


| 
6, 063, 385 | 
14, 974, 055 | 
19, 272, 522 | 
14, 355, 786 | 
10, 982, 939 
17, 042, 300 | 
15, 472, 409 
9, 677, 975 
11, 394, 004 
119, 135, 375 
13, 237, 264 | 


Total 
allowable 
deductions 


8, 175, 446 
13, 246, 427 
15, 159, 031 
13, 615, 325 
10, 691, 504 
13, 903, 602 
13, 153, 647 


10, 465, 815 | 


10, 135, 791 


108, 546, 588 


Difference 


—2, 112, 061 
1, 727, 628 
4, 113, 491 

720, 461 
291, 435 

3, 138, 698 
2, 318, 762 
—787, 840 
1, 268, 213 
10, 588, 787 
1, 116, 582 











12, 060, 732 
| | 


1 1954 partially estimated—official records not complete. 


In only 2 of the last 9 years (1948 and 1951) has the difference after allow- 
able cost deductions been in the range of being adequate to maintain fully rounded 
mining operations—i. e., extraction, exploration, long-range development, and 
some return to investors. 

Comparison of 1953 and 1954 differences shows improvement. Average metal 
prices for 1954 were slightly higher (lead average price increased 0.565 cent, 
but zine decreased 0.174 cent), but the improvement in a large measure is due 
to all-out effort by operators to improve efficiency, to elimination of all but imme- 
diately necessary work, plant replacement, etc. However, the difference margin 
realized in 1954, after those efforts, was but 11 percent of the gross receipts and 
was inadequate to cover even the costs excluded from the basic data used. 
Proper depletion credits alone would exceed the credit difference. 

The mines are simply depleting their reserves, with no return of investment 
and no provision for future ore reserves. 

The effect upon exploration and long-range development is obvious. 
been for all practical purposes eliminated. 

As to prices necessary to sustain Utah’s normally economic production, we 
have estimated on 1953 and 1954 experience that a combined price of 30 cents 
(15 cents lead and 15 cents zinc) would be necessary. 

Howard I. Young presented estimates of domestic-mine-zine production at 
various prices at the 1954 meeting of the American Zinc Institute. His state 
ment on that matter is quoted in full, but a summary is sufficient to read to you. 

He estimated that annual production would be but 225,000 tons at 10-cent 
zinc, 400,000 tons at 12-cent zinc, 500,000 tons at 14-cent zinc, 600,000 tons at 
15-cent zinc. 

Mr. Young’s full statement on this subject follows: 

“While many of the mines operated by the larger companies are continuing 
to operate today, it is estimated that only approximately 225,000 tons annually 
of zine can be produced today on a break-even or profitable basis on a 10-cent 
market. Less than half of this tonnage can be mined at a reasonable profit 
when capital charges, overhead, taxes, and depletion are considered. This means 
that at the 10-cent level only approximately 25 percent of our Nation’s needs 
can be supplied from domestic mines on a break-even basis. 

“Only between 10 percent and 15 percent of our Nation’s needs can be supplied 
profitably at the 10-cent level. 

“At the 12-cent level the tonnage which can be produced at break-even or 
better is approximately 400,000 tons. 

“At the 14-cent level approximately 500,000 tons can be produced and an addi- 
tional 100,000 tons at the 15-cent level. 

“These estimates assume that the price of lead and silver will remain in the 
price relationship to zinc that has prevailed since World War II. Also, present- 
day costs are assumed. I would call to your attention the fact that the produc- 
tion at any given price will never be exactly equal to estimates. There are 


It has 
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always certain mines which will operate for rather a long period at a loss so as 
to keep the property in good physical condition and maintain an operating organ- 
ization. Mine operations usually continue until cash operating losses exceed 
shutdown expense, which in many cases is quite sizable.” 


5. Milling, smelting, and refining plants 


Utah has long been recognized as one of the greatest lead-zinc-treatment centers 
of the Nation. There are lead-zinc mills in all of the Western States and smelters 
in Idaho, Montana, Colorado, Utah, California, and Texas, all basically dependent 
on western ores and concentrates, The mines and treatment plants are mutually 
dependent. Losses in present production and future potential production of the 
mines place the treatment plants and their skilled personnel in jeopardy. 

There has been a downward trend in volume of ores and concentrates treated 
in Utah’s plants since 1948, which year represents substantial recovery from the 
strain of wartime production. The 1949-50 excessive import impact, the 1951-52 
partial recovery, and the 1953-54 distress are clearly illustrated; 1954 tonnage 
was but 59 percent of 1948. 


Total output of Utah lead-zinc mills and smelters (plants treat Utah ores as well 
as ore from adjacent areas) 
| | 


| Percent of 


| Pereent of 
Percent of | combined 
1948 | aS percent 
of 1948 


Tons lead 1948 Tons zine 





92, 996 | 100. 0 | 
92, 446 

75, 328 
65, 102 
75, 527 
55, 508 
52, 500 


ESESASS 
Aarwocouwc 


| 
i 


1 Estimated. 


It is interesting, but tragic, to note that in 1954 Utah’s plants processed but 
9,000 tons of lead-zine in excess of the State’s mine production ; whereas, in 1948 
the excess was 46,000 tons. The loss is reflected almost entirely in mine clo- 
sures—closures in the adjacent areas of Montana, Idaho, Colorado, and Nevada, 
which normally ship to Utah plants. ‘* 

6. Employment reductions 


Department of employment security data for the State of Utah show the follow- 
ing comparative data for employees covered by unemployment security in Utah’s 
lead-zine mines from 1949 to 1954 (1954 estimated by the department of employ- 
ment security). 

Average Average 
employees employees 
per month per month 

pA i SR A Maa 


The reduction of 1,123 employees since 1949 is a loss of 41 percent. 
The displaced men have suffered at least temporary wage losses, many 
have had to sacrifice homes through moving to other communities for 
employment, and the mining industry has lost skilled personnel. 

There is one important point to consider here. Diversification has 
been held up as an objective for domestic industries, which proponents 
of free world trade admit have or will be damaged. Diversification 
may be possible in some industries, but any attempt to change lead and 
zine to gold, copper, or titanium is a bit too farfetched to consider. 
Companies may make future investments in other mineral fields, but 


investments already made are tied inseparably to the metals developed 
in individual mines. 
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To summarize, the objectives of the President, the recommendations 
of the Cabinet Committee on Minerals Policy, and the hope of the 
industry for a healthy and adequate domestic mining industry able 
to function fully in the fields of extraction, exploration, and long- 
range development, continue to be undermined by excessive imports of 
lead and zinc. The provisions in lieu of the Tariff Commission’s 
recommendations have been inadequate to attain that goal, for exces- 
sive imports, the principal cause of low prices and unstable market, 
still depress production and stifle investment incentive. It is time to 
review the situation and seek the “more far-reaching measures” prom- 
ised by the President in his letter of August 20 to this committee. 

We urge full consideration of the amendments proposed to H. R. 1 
by Senator Arthur V. Watkins. 

Mr. Romney. Unless there is particular need for questions, I would 
prefer to continue with my statement until I have finished. 

I am Miles P. Romney, manager of the Utah Mining Association, 
which group represents more than 95 percent of the State’s nonferrous 
metal production. 

My testimony relates to the effect of trade agreements on the do- 
mestic lead-zine mining industry in general, and in Utah particularly. 

Evidence has been ‘presented by Mr. Herres and Mr. Young to 
illustrate the damage from excessive imports under the drastic cally 
reduced rates of duty on lead and zinc. This evidence was fully 
documented by the United States Tariff Commission and was recog- 
nized by the President in his letter of August 20, 1954, to Senator 
Millikin, then chairman of your committee. 

The Tariff Commission's investigation, conducted in full accord- 
ance with escape-clause provisions of the Trade Agreements Act, as 
amended in 1951, was initiated by your committee and had previously 
been strongly suggested by Secretary Dulles and other Cabinet and 
administration officers in hearings on the Simpson bill. 

The industry participated in full confidence that should findings of 
the Commission be favorable for relief in terms of duty increases, 
such increases would be granted. That the executive department 
could deny the unanimous recommendations for increased duties and 
that they could offer in lieu therefore untried, subsistence measures, 
illustrates clearly the ineffectiveness of present escape-clause pro- 
visions of the present act. 

Checks and balances are a basic principle in American Govern- 
ment. The lead-zine case serves as a classic example of circumven- 
tion of that principle. We support Senator Arthur V. Watkins in 
his proposed amendment to H. R. 1, designed to assure domestic in- 
dustry that they will be tried and judged by the Congress on escape- 
clause and peril: paint factors, rather than by the executive branch of 
Government, which prepared and negotiated the agreements contain- 
ing the suspected i injurious provisions. 

T would like to emphasize a few basic points the President com- 
mented on in his letter of August 20. He referred to long meetings 
with Cabinet officers, Members of Congress, and others, held in his 
concern over the need to maintain a strong and vigorous domestic 
mining industry. 

He direeted the Secretary of State to “seek recognition of the 
foreign countries, which are the principal suppliers of lead and zinc, 
that this increased stockpile buying is designed to help domestic pro- 
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duction and that they will not themselves seek to take any unfair 
advantage of it.” 

It is interesting and a bit discouraging to note the nature of com- 
pliance with this request by foreign producers. 

General imports of lead increased substantially after March 1954 
announcement of the increased stockpiling plan. Imports averaged 
30,069 tons per month in January, February, and March 1954. The 
average monthly import rate was 11,375 tons per month higher over 
the next 3 months. For the last 9 months of 1954 the rate was 8,708 
tons higher than the first 3, an increase of 26 percent in volume. 

General imports of zine showed a slightly different pattern, but the 
average monthly rate was 4,904 tons higher in the last 6 months of 
the year than in the first 6. Stockpile purchases began June 7. 

Imports have and still continue to exert heavy pressure on domestic 
mines. Stockpiling has, to some extent, temporarily improved prices 
of lead and zinc, but has not served to stop the downward trend in 
domestic production or to stimulate exploration and long-range de- 
velopment investments in search for new ore bodies. 

The Cabinet Committee on Minerals Policy, reporting to the Presi- 
dent on November 30, 1954, wrote strongly on the need of adequate 
mine productive capacity and exploration work. Under (II) Devel- 
opment of Domestic Mineral Resources, they state : 

Successful mining usually requires long-range planning and substantial invest- 
ment. Today’s mines are the result of exploration, development, and risk-taking 
over a period of Many years. 


Exploration * * * often requires substantial capital, much of which is a total 
hous. *°* 4%, 


Mines of the future must be planned today, not a decade hence. 


The question of the continued productive ability of our normally 
economic mines (considering production costs in our domestic econ- 
omy) and the present almost complete lack of exploration investments 
for the discovery of new mines poses a serious threat to both our 
peacetime economy and our defense needs. 

Recovery in mine productivity followed the adverse conditions 
under which the industry operated during the war and proceeded 
encouragingly to 1950 for lead and 1951 for zine (postwar peak-pro- 
duction years). The squeeze of excessive imports and drastically 
reduced prices have since been yearly taking their toll. Both lead 
and zine production in 1954 reached a low since the early 1930 depres- 
sion years, not because we lack actual or potential domestic reserves, 
but because actual reserves have been turned to waste rock. 

To summarize the domestic production, consumption, and the general 
import data (of which there are extensive charts preceding, showing 
a complete reversal of the share of the domestic market, by domestic 
producers and foreign producers) ; combined domestic lead-zine pro- 
duction was 67.7 percent of domestic new-metal consumption in 1946, 
but had dropped to 50.2 percent in 1953 and 46.6 in 1954; and com- 
bined imports of lead and zine was but 39.6 percent of domestic new- 
metal consumption in 1946, whereas they increased to 73.2 percent 
in 1953 and 63.3 percent in 1954. 

I would like to present briefly some comparative data on mining, 
on employment, and on community economics over the past few years 
in the Western States as a group and in Utah in particular. 
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Continued operations of the mines is just as vital to the economy of 
that area as to our foreign friends who protest so violently the sug- 
gestion of reasonable measures to insure competitive equality for our 
mines. 

In 1946, 46 Utah mines reported lead-zinc production, and in 1948, 
after but 2 years of postwar recovery, there were 74. In 1953 there 
were 12, and in 1954 but 7 Utah operators reporting lead-zine pro- 
duction to the State tax commission. 

Many small mines were of exploratory or developmental status. 
Under the adverse circumstances, investors of risk money simply with- 
drew their support and closed the mines. 

Market value of lead and zine produced in 9 Western States for 
1954 was but 43.7 percent of the market value in 1951 ($224.6 million, 
1951, compared with $98.3 million, 1954, which are values at point 
of sale and should be reduced by about $10 million to adjust for 
refining and transportation costs outside of the western area). 

Senator Kerr. | don’t like to interrupt you, but I know you want 
us to understand you. 

Let me ask this question. What you are telling us, I believe, is 
that you produced 64.4 percent as much in 1954 as you did in 1951, 
but that due to the price of what you produced you received only 
43.7 percent as much for what you produced in 1954 as you did for 
what you produced in 1951? 

Mr. Romney. That is correct, sir. That reflects the price drop 
occasioned by the pressure on our market. 

Senator Kerr. It is both a serious reduction in production, and even 
more serious reduction in price. 

Mr. Romney. More serious in price, yes. 

In Utah the difference between 1951 and 1953 production value 
would mean approximately $220,000 less to local taxing units on 
property taxes only. The impact on individual and corporate income, 
sales, and many other tax bases, is difficult to calculate, but would be 
substantial in the combined direct and indirect tax income. 

Data was obtained from the Utah State Tax Commission records 
on the total receipts for sale of ore (net smelter) and the “reportable” 
cost of producing that ore for all operating lead-zinc mines on a year- 
by-year basis, 1946 to 1954. The total cost deductions reportable to 
the State exclude some cost items that a company must consider in 
determining profits. Those exclusions are listed in the text of my 
statement. 

In only 2 of the last 9 years (1948 and 1951) has the difference af- 
ter allowable cost deductions been in the range of being adequate to 
fully maintain adequate mining operations, i. e., extraction, explora- 
tion, long-range development, and some return to investors. In 1953 
the mines lost, on the basis of reporting to the State tax commission, 
$800,000 over the deductions that operators were allowed to report. 
If we add the nonreportable costs, the losses to lead-zinc mines in the 
State of Utah oat Ga well over $1 million for the year of 1953. 

Comparison of 1953 and 1954 “differences” shows improvement due 
largely to increased efficiency efforts and postponing replacements. 
However, the difference margin realized in 1954, after those efforts, 
was but 11 percent of the gross receipt and was inadequate to cover 
the costs excluded from the basis data here used. 
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The mines are simply depleting their reserves with no return of 
investment and no provision for future ore reserves. 

As to prices necessary to sustain Utah’s normally economic pro- 
duction, we have estimated on 1953 and 1954 experience that a com- 
bined price of 30 cents (15 cents lead and 15 cents zine) would be 
necessary. 

Howard I. Young presented estimates of domestic mine zinc pro- 
duction at various prices at the 1954 meeting of the American Zinc 
Institute. He estimated that annual production would be but 225,000 
tons at 10-cent zinc; 400,000 tons at 12-cent zine; 500,000 tons at 14- 
cent zinc; 600,000 tons at 15-cent zine. The price of zine today is 1114 
cents, and the domestic production of last year was a little over 440,000 
tons. So it bears out pretty closely Mr. Young’s estimates, made pre- 
vious to the publication of those statistics. 

Senator Kerr. I don’t understand that. Is this 400,000 tons the 
total of all zine for the year, or did you have the production of 4 
different qualities of zinc, each one selling at a different price ? 

Mr. Romney. No, that was the actual mine production that might 
be annually realized if the price remained at that point during the 
year. 
~ Senator Kerr. In other words, if it was worth 15 cents you would 
have 600,000 tons? 

Mr. Romney. If there were 15-cent zine we might have 600,000 tons. 

Senator Kerr. He thought it would be 400,000 tons if it brought 
12 cents, and it is pretty close to it? 

Mr. Romney. It is pretty close to it, because last year’s production 
was 446,000, although it was still going down from the previous year. 

Utah has long been recognized as one of the greatest lead-zinc treat- 
ment centers of the Nation. There are lead-zinc mills in all of the 
Western States and smelters in Idaho, Montana, Colorado, Utah, 
California, and Texas, all basically dependent on Western ores and 
concentrates. The mines and treatment plants are mutually depen- 
dent. Losses in present production and future potential production 
of the mines place the treatment plants and their skilled personnel 
in jeopardy. 

There has been a downward trend in volume of ores and concen- 
trates treated in Utah’s plants since 1948. The 1954 tonnage was 
but 59 percent of 1948. 

It is interesting but tragic to note that in 1954 Utah’s plants 
processed but 9,000 tons of lead-zinc in excess of the State’s mine pro- 
duction, whereas in 1948 the excess was 46,000 tons. The loss is re- 
{iected almost entirely in mine closures, closures in the adjacent areas 
of Montana, Idaho, Colorado, and Nevada, which normally ship to 
Utah plants. 

Department of employment security data for the State of Utah 
show the following comparative data for employees carried by un- 
employment security in Utah’s lead-zine mines from 1949 to 1954: 
1949, 2,728 average employees per month; 1950, 2,025; 1951, 2,404; 
1952, 2,257; 1953, 1,688; 1954, 1,605. 

The reduction of 1,123 employees since 1949 is a loss of 41 percent. 
The displaced men have suffered at least temporary wage losses, many 
have had to sacrifice homes through moving to other communities 
for employment, and the mining industry has lost skilled personnel. 
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There is one important point to consider here. Diversification has 
been held up as an objective for domestic industries, which proponents 
of free world trade admit have or will be damaged. Diversification 
may be possible in some industries, but any attempt to change lead and 
zinc to gold, copper, or titanium is a bit too farfetched to consider. 
Companies may make future investments in other mineral fields, but 
investments already made are tied inseparably to the metals developed 
in individual mines. 

To summarize, the objectives of the President, the recommendations 
of the Cabinet Committee on Minerals Policy, and the hope of the 
industry for a healthy and adequate domestic mining industry able to 
function fully in the fields of extraction, exploration, and long-range 
development, continue to be undermined by excessive imports of lead 
and zine, 

The provisions in lieu of the Tariff Commission’s recommendations 
have been inadequate to attain that goal, for excessive imports, the 
principal cause of low prices and unstable market, still depress pro- 
duction and stifle investment incentive. It is time to review the 
situation and seek the “more far-reaching measures” promised by the 
President in his letter of August 20 to this committee. 

We urge full consideration of the amendments proposed to H, R. 1 
by Senator Arthur V. Watkins. 

Senator Kerr. Thank you, Mr. Romney, for your statement. 

Are there questions ¢ 

Senator Martin. I have no questions. 

Senator Martone. Mr. Romney, you are for this amendment, but 
if you don’t get the amendment, are you still for the extension of the 
act / 

Mr. Romney. Well, Senator, I think that we have made our posi- 
tion clear on this in the past. We have supported the American 
Mining Congress resolution which favors expiration of the act. Our 
own association passed such a resolution. 

Senator Martone. Would you put the resolution in at this point? 

Mr. Romney. I haven’t a copy with me, but I would be happy to 
send it back. 

Senator MAtonr. What is the sense of the resolution ? 

Mr. Romney. We didn’t discuss the philosophy of it at great length. 
Our position is simply based on the fact that the lead-zine mining 
industry has never received any benefit whatsoever from the Trade 
Agreements Act, and every agreement which has been negotiated 
effecting us has been in the direction of reducing tariffs and render- 
ing our industry less competitive in the national field. 

We felt that this amendment had merit, if the act did not expire. 

Senator Martone. You really favor the expiration of the act, but 
if it is going to be passed you favor the Watkins amendment? 

Mr. Romney. That is essentially our position; yes. 

Senator Matonr. Now, the American Mining Congress—of course, 
Mr. Young testified here, and the resolution is a part of the record— 
has simply said bluntly that they favor allowing the act to expire 
on June 12, 1955, this year. 

I know, Mr. Chairman, that Mr. Bob Palmer is in the room. He is 
secretary of the Colorado Mining Association. On February 5 at 
their annual conference—which is one of the greatest meetings of 
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mining men throughout the United States—this year they passed a 
resolution saying : 

We favor the termination of the Trade Agreements Act, and we oppose the 
participation of this Nation in any international organization whose purpose 
is to control the flow of raw materials. 

You would go that far, too, wouldn’t you? 

Mr. Romney. Yes. 

Senator Marone. You understand that if you extend this act at 
all that the General Agreement on Tariffs and Trade at Geneva con- 
tinues to act just as it has in the past, but of course, if it is sent to 
Congress and we disapprove it, then there might be some chance of 
stopping its operations. 

It has been operating since 1947, and while apparently there is no 
legal justification for it, we have at least abided by the multilateral 
treaties that have been made, have we not ? 

Mr. Romney. I understand so; yes. 

Senator Matonr. Which have been practically unanimous in lower- 
ing our own tariffs. Of course, you are aware that the nations with 
which we made these trade agreements—they are not trade agree- 
ments at all, technically, they are agreements to lower tariffs, that 
is what they are, aren’t they ? 

Mr. Romney. That is my understanding; yes. 

Senator Martone. Of course they are. And now, when they — 
to lower a tariff they have so many ways to get away from it, either 
through the manipulation of the price of their currency in terms of 
the dollar, or having a permit for exchange, meaning that before you 
could get their money to import anything, you would have to go to 
some Government official and get a permit to do that for a particular 
purpose. 

And then they have a permit system of imports, where you have 
to go to some other Government official and get a permit to import 
some particular product. Isn’t that true? 

Mr. Romney. That is true. It has been that principle, Senator 
Malone, that I feel has opened our domestic markets, that principle 
with drastically reduced duties on lead and zinc has opened our own 
market to the worldwide surplus lead-zine production, because not only 
lead-zinc, but other commodities, are excluded generally from other 
countries on the basis of such practices as you speak of, and it has 
simply funneled surplus production to our markets. 

Senator Maton. That, of course, is true. Now, the United Na- 
tions Assembly has passed a resolution setting up another trick trade 
organization, worldwide, that will purport to divide the market on 
the basis of—one of the resolutions of one of these trick organizations 
is on the basis of “entitlements for consumption.” What has that been 
interpreted by you to mean ? 

Mr. Romney. That was the philosophy of the International Mate- 
rials Conference. 

Senator Maronr. That was sent to take the place of the Interna- 
tional Trade Organization, which was not accepted by Congress. 

Mr. Romney. That is right, when the Senate repudiated it. 

Senator Matonr. And the International Materials Conference was 
the product of the State Department, which, of course, is generally 
ate to _— led all these trade negotiations for 21 years, isn’t that 
about true 
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Mr. Romney. Yes. 

Senator Matonr. Now, if we do not extend this act, all of these 
extraneous organizations die on the line, don’t they ? 

Mr. Romney. I take your word for it. That is my understanding. 

Senator Matone. That is the best information that I can get, be- 
cause it is just like a sucker poker game, if the man with the money 
doesn’t sit down, why, then, there is no game. And if we go back 
to our Tariff Commission on the products upon which there are no 
trade agreements, then upon the cancellation of any trade agree- 
ments by an order of the President—which he can do at any time— 
these decisions revert to the Tariff Commission, on the principle of 
fair and reasonable competition which was adopted by Congress many 
years ago for the development of the whole country. The tariff will 
not be adjusted just for the benefit of certain areas, and dry up cer- 
tain other areas because of political international considerations or 
domestic relations between industries—then if we are on that definite 
policy of fair and reasonable competition, that difference of cost be- 
comes our tariff, and then our markets are not in that international 
pot; are they ? 

Congress could take them out of the pot by just not extending this 
Trade Agreements Act, and by the President’s canceling trade agree- 
ments already made, like on lead and zinc? 

Mr. Romney. Yes. 

Senator Matone. Now of course you are familiar—and this is only 
for the benefit of the record—with the fact that when you made a 
trade agreement on lead or zinc, for example, and on any other prod- 
uct, with any certain nation 

Mr. Romney. Most-favored-nation clause ? 

Senator Manone. Most-favored-nation clause, under that clause 
every nation in the world gets that advantage, do they not, that is, 
that are a part of this general organization ? 

Mr. Romney. That is my understanding. 

Senator Matone. I think there are about 55 of them that are 
members. 

Now, you are aware—you were here this morning when I read Sec- 
retary Dulles’ testimony, when he said upon cross examination that 
it was his understanding that the so-called escape clause is not designed 
to protect any particular element in American industry from injury. 

He also said: 


I do recognize that the competition, whether it is domestic or foreign, does 
injury, and it injures, first, the weaker and less economical units in an industry, 

That would be the smaller investors? 

Mr. Romney. Yes; I heard that testimony. I was particularly 
impressed with Senator Millikin’s analysis of it when he simply called 
attention to the fact that that was not in conformity with the law as 
presently written. 

Senator Matone. Well, it is in conformity with the law as presently 
written. 

Mr. Romney. Secretary Dulles’ viewpoint was not in conformity 
with the law as presently written. Senator Millikin simply stated that 
the escape clause and-peril point were there and gave protection in 
intent, but have been interpreted otherwise. 
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Senator Matone. I am glad you are emphasizing this point. When 
we change the principle from the basis of fair and reasonable compe- 
tition which was laid down in the Tariff Act of 1930 to the basis of 
including political factors abroad and the meshing of industry at 
home in the law, abandoning the principle of fair and reasonable 
competition as a sole criterion, then it is left to one man, the President 
of the United States. Regardless of any escape clause or peril point 
according to law the President does not have to consider anything but 
what he considers the more important thing for the United States 
of America, which is giving away a large portion of the zinc-lead 
industry because of political factors, for example. Isn’t that true? 

Mr. Romney. The lead-zine tariff case is the classic example. That 
is why I think we can serve industry best by emphasizing that. 

Senator Martone. Then do you think that Dulles misunderstands 
the law when he says: 

I do recognize that the competition, whether it is domestic or foreign, does 
injure, and it injures, first, the weaker and less economical units in an industry— 
Why do you think that is the law? 

It is the law. 

Mr. Romney. I am not a lawyer, and I don’t intend to interpret the 
remarks of Mr. Dulles. But I was impressed by Senator Millikin’s 
viewpoint. 

Senator Matone. So was I. I was impressed 4 years ago and 6 
years ago and 8 years ago by the argument that we were going to have 
something that would protect industry. 

But every time you put some additional discretionary power in the 
President of the United States, and he gets his advice from his own 
advisers, he is the sole judge. 

Therefore, all those amendments up to now—I can say to you 
without fear of contradiction—have merely served to wet the public 
down for another 2 or 3 or 4 years and give the people the impression 
that they are going to be protected. 

But they are not protected. You agree with that; don’t you ? 

Mr. Romney. I do most sincerely. 

Senator Martone. You are a practical man, and I think the history 
of this thing for 21 years is very practical. It has done three things. 

It has lost the jobs of American workingmen and sent them to 
foreign soil. 

It has destroyed small investors. 

It has made us dependent upon foreign nations for many materials 
across major oceans that we can’t fight without and can’t get when 
the fight starts. 

Mr. Romney. I agree with you wholeheartedly on all three scores. 

Senator Mavone. Now, we might just as well get down to bedrock 
here, because it is all right to talk and make a fine speech about it, 
but when you get down to the last sentence, somebody makes a 
decision. 

Who makes the decision? The President of the United States. And 
he makes it on any one of these factors included in the 1934 act; isn’t 
that true, political considerations ? , 

Now I am not going to argue with you or anybody that that might 
not be an appropriate consideration in buying up a nation like Italy 
or England, that that might not at the moment be considered im- 
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portant. But it is the first time in the history of the United States 
that you have ever put the American workingman’s job and the small 
investor’s money in the pot; isn’t it? Did you ever know of it before 
in any other act? 

Mr. Romney. I referred to that point in my statement. It is in- 
consistent with American principles of government to have the person, 
if I may use the word in a broad sense, suspect of damaging someone: 
else, also be the judge of whether or not he had done so. It is 
inconsistent. 

Senator Matone. Well, I think you had a fine paper, and I think you 
have contributed to the information of the committee. 

There is no question but what your industry has been damaged, 
it is only a question of whether Congress is going to do anything 
about it or not. 

Mr. Romney. That is right. 

Senator Maoneg. It is Just that simple, or laying down a principle 
so that it cannot be further injured and can be further protected, that 
is the only question before this committee and before Congress. 

Now, you say that it has done two things, that it has slowed up 
investigations, explorations for new material. 

You also said—and you are exactly right—that it has cut down the 
incentive for investment. Now, why has it cut down the incentive 
for investment? Because you may hit the richest ore deposit in the 
world, and the President can come along and break it up tomorrow. 

Mr. Romney. I don’t think we get quite that far in our considera- 
tions, the President breaking it up tomorrow. 

Senator Marone. I am not talking about any one President; I am 
talking about the office, no matter who is in it. I have the highest 
regard for the integrity of the President. I think he thought he was 
doing the best he knew how for the United States when he turned down 
that relief for the zinc-lead industry. I am not discussing what he 
thought in his decision, whether he thought it was right of wrong. 
| am sure he thought it was right. I am discussing the advisability 
of putting the investors and the workingmen’s jobs of this Nation in 
the hands of any one man to decide beyond the jurisdiction of the 
United States Congress where the Constitution lodges that responsi- 
bility, in article I, section 8, that is what I am talking about. 

Do you agree with that, that that is not sound ? 

Mr. Romney. Yes, sir. 

Senator Martone. Well, then, the thing that slows up an investment 
is because after it is made it can be destroyed; isn’t that it? 

Mr. Romney. It is just simply lack of reasonable certainty upon. 
which an investment must be based. 

Senator Matonr. Many special writers and other people are saying 
that we are abusing the President. Far from it. There are three 
branches of Government set up in the original Constitution of the 
United States. And I am still for it. In other words, the President 
of the United States is to administer the laws, we are to pass them, and 
the judiciary is to see whether or not they are constitutional, if there 
is anything wrong with them, when they are brought to them. Isn’t. 
that right? 

Mr. Romney. Yes. 

59884—55—pt. 3—10 
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Senator Martone. Well, if we don’t extend this act at all, then, you 
are exactly right in your resolution. We do then revert to the con- 
stitutional government, at least it is the first step to the reversion to 
constitutional government, isn’t it ? 

Mr. Romney. Yes. I do agree with you there, Senator. 

Senator Matone. And if there is anything in the world we have 
talked about for 15 or 20 years it is a reversion to constitutional govern- 
ment; isn’t that about right ? 

Mr. Romney. Yes. 

Senator Matong. So all these people ask in Utah, or Nevada, or 
Maine, with their clothespins, or down in some Southern State with 
their textiles, is a principle such that when they invest their money in a 
competitive business they only have to compete with people that pay 
the same wages, same taxes, that have the same costs of doing business 
as everybody else does, or else there will be a duty, as the Constitution 
calls it, to make up the difference; isn’t that it? 

Mr. Romney. That is right. 

Senator Martone. And oe know that is the principle laid down 
by Congress, and in order to change that there would have to be a 
bill introduced and hearings held in this committee and the House 
Ways and Means Committee and a long drawn-out procedure to 
change the principle. Isn’t that the reason they invest their money? 

Mr. Romney. Yes, on the basis of reasonable expectancy of return 
for their risk. 

Senator Matone. You and I have talked this over many times. 

Mr. Romney. We have. 

Senator Matone. And I know we agree on one thing, that you can 
finally get the businessmen to the point, and the investors, to the 
point that no one will invest any money until the Government is a 
partner. It is that way now. 

Mr. Romney. That has happened in our business. 

Senator Martone. Now, the people have changed their idea on 
principle—I will ask you this question. Is it your observation that 
the people who have changed now to what you might call virtually 
free trade, or at least a lowering of the duties, the investors in this 
country who are large enough to put up branch operations behind the 
low-wage curtain and import goods, isn’t that right? 

Mr. Romney. That has happened to a general extent. 

Senator Matone. Do you know anybody else that is for it? If you 
stop to think a while you will divide the line there, the investors that 
are big enough and of such a nature that they can go behind the low- 
wage curtain, whatever nation it is, make the product, and ship it in 
here, have now changed their position—not all of them, because some 
of them still look for the good of the country and think it is a short- 
sighted policy—but do you find anybody else on that side? I think 
there are very few, don’t you? 

Mr. Romney. I think you are generally right. It is a very broad 
field, however, and it will take considerable study. 

Senator Martone. The people, then, that are for this principle of 
fair and reasonable competition and setting up a Tariff Commission, 
which was done in 1930, and giving them one principle, fair and 
reasonable competition, determination of the cost of an article pro- 
duced here and that of an article in the chief competitive nation, and 
recommend that as the tariff, that is the principle that the people are 





TRADE AGREEMENTS EXTENSION 1409 


for, the working men in this Nation, generally speaking, and the small 
investor—small for the purpose of this statement, they are too small, 
or not of a nature that they can put a branch plant behind the low 
wage curtain and send the stuff here—isn’t that about true? 

Mr. Romney. That is about right. And basically fair competition 
is the principle which our industry felt justified our asking for pro- 
tection to insure our competitive ability. 

Senator Martone. Why, that is all anybody asks, so that he can see 
his competitor. It is just like—it wouldn’t make any difference 
whether it was across an ocean or adjacent to us, whether it is Mexico 
or India, you have low water transportation between you and the 
cheap labor, isn’t that right? 

Mr. Romney. That is right. 

Senator Martone. So the chief reason that you have closed 34 out 
of your 46 mines, not considering the small exploratory operations, 
in the short space of 6 or 7 years, is simply because the operations are 
uneconomic under the present principle of trading them off for for- 
eign political considerations, isn’t that true? 

Mr. Romney. And the larger ones remaining in operation are essen- 
tially doing the same thing, depleting our reserves without the profit 
to justify them doing so. 

Senator Matone. Perhaps so. You and I know that out of the 
twelve that remain, they are gutting their mines. 

Mr. Romney. That is right. 

Senator Martone. They are trying to hold out in hopes that Congress 
will reconsider this thing and get back on a principle, isn’t that right? 

Mr. Romney. That is right. 

Senator Maton. I wouldn’t know, but you probably would. How 
many of that 12 will be operating 2 or 3 years from now; practically 
none of them ? 

Mr. Romney. Unless they have more money to keep pouring in to 
maintain losses or maintain mines that are partially closed, the limit 
that they can go is the limit of their financial resources. The larger 
companies have more resources that they can devote to that. 

Senator Martone. There are only a few reasons why a person main- 
tains a losing operation. One is that he hopes for better times before 
he runs out of money. Isn’t that true? 

Mr. Romney. That. is right. 

Senator Martone. And the other is that he hopes to write off some 
losses where he is making too much money. 

Mr. Romney. That is also true. But in many cases it would cost 
them more to shut down the mines and pay the cost of maintenance 
than it would to continue to operate and take the loss. 

Senator Marone. If they don’t do it they lose their entire invest- 
ment, and so they hang on and hope Congress will take cognizance 
not only of this industry but all the industries in the country and get 
back on some basis of protection, isn’t that right ? 

Mr. Romney. That is right. 

Senator Mavone. On that second thing, the matter of maintaining 
an investment that is losing when you have another one that is mak- 
ing too much, we have two different kinds of ranches in my State, we 
have ranchers and agriculturalists. A rancher is a man that makes 
his money on the ranch and spends it in town, and an agriculturalist 
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make his in town and spends it on the ranch. Those in the first cate- 
gory, the producers, are hanging on by their eyebrows figuring that 
Congress just can’t continue extending the Trade Act permanently, 
isn’t that right / 

Mr. Romney. That is right, sir. 

Senator Cartson. Mr. Romney, I wish to state that you have painted 
a picture of the Utah section and the western mining industry that 
I think is duplicated in the tristate area of Oklahoma, Kansas, and 
Missouri. So I am sympathetic with your problems. 

Mr. Romney. Thank you, sir. 1 simply quoted our area because I 
am most familiar with it. But in running down the statistics I find 
that they apply to Oklahoma and Kansas equally. 

Senator Bennerr. I want to commend you for the very practical 
and down-to-earth presentation you have made by presenting the ac- 
tual figures for the industry. This isn’t a fanciful process, it is a 
process that has been actually going on and is still going on. I ap- 
preciate your service to the committee. 

Senator Martin. Mr. Chairman. 

Senator Kerr. Senator Martin. 

Senator Martin. I think we all appreciate greatly the fine men 
from all over the Nation that have come before the committee and 
given the situation as it relates to their various localities. Of course, 
as you understand, this committee and every committee of Congress 
must look to what is best for the United States as a whole. But re- 
gardless of our position, I think we all want you to know that we 
appreciate fully your local problems, and we want to do the things 
that will be helpful. But we must always bear in mind what is the 
best for the Nation as a whole. 

Mr. Romney. Thank you, sir. 

Senator Kerr. Thank you very much, Mr. Romney. 

Mr. Batt of Philadelphia. 

Senator Matonr. Mr. Chairman, I would like to see Mr. Robert 
Palmer, secretary of the Colorado Mining Association, called, not 
today or any particular time, I just bring it up now as a matter of 
record. 

Senator Kerr. I would like to hear him also. 

Senator Martin. Mr. Chairman, I would like to present Mr. Batt. 
He is a very eminent Philadelphian and Pennsylvanian. 


STATEMENT OF WILLIAM L. BATT, PHILADELPHIA, PA. 


Mr. Barr. Thank you, Senator. 

My name is William L. Batt. I live in Philadelphia, Pa. I am 
retired from business. I wanted the opportunity to speak in behalf 
of this bill to this committee because of certain experiences that I 
have had with the problem. 

Senator Cartson. May I ask Mr. Batt if he is not the president of 
the SKF Ball Bearing Corp. ? 

Mr. Barr. I was, sir. 

Senator Cartson. I have known Mr. Batt for many years. 

Mr. Barr. Thank you. 

In that connection, I have had 40 years’ experience in the manu- 
facture of precision articles. But t thought more particularly I 
would speak of my experience with the War Production Board, of 
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which I was Vice Chairman, and my experience with the combined 
boards during the war, Raw Materials and Production, as well as the 
last 3 years when I was in London and Paris as an Administrator for 
Economic Affairs and chief of the ECA mission, which I think gave 
me some insight into 2 aspects of this problem, upon which I propose 
to speak very briefly for a moment. 

The first one is this question of the preservation of workers’ skills. 
The approach is made by many to this committee for general relief 
under the Tariff Act on the ground that their industry is vital to the 
security of the country, and of course that is vitally important to all 
of us. And the statements are repeatedly made that this or that 
industry must be protected because of its contributions to national 
security. 

Now, I want to say that I think under that umbrella a great many 
things have been said by well-meaning individuals that are not sup- 
ported by the facts. We had that problem in the last war. And it 
was amazing what American industry could do. And if they could 
do it then, they can do it even better today. It was literally impossible 
to find a thing which some part of American industry couldn’t produce. 
And I will go so far as to say that if we had no watch industry—and 
I realize this is a very controversial issue that I raise—if we had no 
watch industry and we had a national emergency, that there are any 
number of companies in this country that could produce a perfectly 
satisfactory watch. I am quite sure that it wouldn’t be as low in cost. 
But they regularly demonstrated, these American companies, during 
the war that they can tool up to do anything which the national 
security requires. 

One reason that is true in the United States, gentlemen, is because 
of the quality of managerial skill. One can say with complete safety 
that the greatest asset which America has in its security position is the 
unique quality of American management. When I say that I am in 
no way comparing American labor unfavorably, that is the last thing 
I intend to do. But there are good skilled laborers in other parts of 
the world. There is no management generally in other parts of the 
world that compares with that in America, and that is why in the last 
war that quality of resourcefulness of American management enabled 
companies to produce articles of precision which they had never made 
before, simply because they applied modern management methods to 
that problem. 

So I say that when we lay too much emphasis on the preservation of 
an industry simply because it contributes to American security in 
time of an emergency, we ought to be very sure that we have a situation 
in which that is a real fact and not an assumed one. 

It seems to me, having lived through one war, that we ought to 
conclude that if we get into another one it will be wholly different 
from any that we have had any experience with in the past. Certainly 
that is true of World War II as compared to World War I. And any 
formula by which we attempt to departmentalize skills today, specific 
skills, put a fence around them and say that those particular skills 
would be useful for that particular purpose in, the event of another 
war, I think, is a very questionable philosophy. It seems to me that 
the best insurance that we can have for meeting that uncertain emer- 
gency, uncertain as to its character, is the development of a maximum 
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of ingenuity and alertness and enterprise on the part of American 
management. 

There is no one thing that does that, gentlemen, like competi- 
tion. The reason why America is so successful-——-I say this now after 
a background of many years in dealing with European countries—is 
so successful in producing these goods that other countries abroad 
want to buy is because we live in a competitive situation. 

Now, competition always produces headaches for the producer. 
And anyone who has run a bysiness and lived with competition knows 
how it hurts. But at the same time we wouldn’t be the great pro- 
ducing Nation we are if it were not for competition. 

When tariffs propose to reduce the need for that ingenuity and 
enterprise and brilliance of managerial judginent by any kind of 
artificial assistance, then one begins to weaken that resourcefulness in 
that management and in that industry. 

I think that is enough to express my point of view with respect to 
the problem of special skills against an emergency of the future. 

Senator Martin. Mr. Chairman, does the witness desire to go clear 
through, or would he care to have questions as he goes along? 

Mr. Barr. I will be glad to have you interrupt me if you wish. 

Senator Martin. You are very familiar with the development of 
our managerial skills and the skills of labor in our country. 

Could we have had, we will say, the United States Steel Corp. if, 
starting back 65 years ago, we hadn’t given that infant industry some 
help and production through a plan of tariff ? 

Mr. Barr. I think that was undoubtedly wise. 

Senator Martin. And don’t you think that because we have these 
great corporations like the United States Steel and General Motors 
and General Electric and all the others that I might mention, that 
that is the reason that we have this great managerial skill in America, 
that they have trained young men to take responsibility and to work 
out new methods? 

Mr. Barr. That is undoubtedly a very substantial contribution. 
And I think for a new and developing industry there will be times 
when some production is desirable in the national interest. 

Senator Kerr. Senator, may I interrupt just a moment? 

Senator Martin. Yes, sir. 

Senator Kerr. The chairman has sent word up that when Mr. Batt 
has finished the committee will recess until 2: 30, so if there are others 
here who want to have that information to determine their own 
course of action, that will be the procedure. 

Go ahead, Senator. 

Senator Martin. Doesn’t the same apply to developing the skill 
of our workingmen’ Now, you and I come from a State that has a 
great diversity of industry. My recollection is that we have 17,000 
different industries in Pennsylvania. And I have gone into many of 
them. I was interested—as you know, as Governor of the Common- 
wealth during the Second World War, part of my job was to go out 
and spur on production—tanks and guns and everything that we 
needed to defend ourselves. And that was a thing that I noted, that 
there were many places where the men were willing. And to my mind 
willingness is the thing that makes a great workman, it makes a great 
soldier—his intelligence is important, but willingness is the No. 1 
thing. 
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But take, for example, Berwick, where we produced tanks. I went 
up there and looked that over. And the men were working hard 

Mr. Barr. That was American Car & Foundry, wasn’t it, Senator? 

Senator Martin. American Car & Foundry. They were workin 
hard, and they were persistent. You just didn’t get a finer group of 
men. But they hadn’t the experience in that line of work. When I 
first went up there in about 1943, we were getting out—oh, if we got 
out a hundred tanks in a month we were doing well. And after a 
year these men had become trained and skilled in their work, and we 
were running out a hundred a day, and running them off on their own 

ower. 

Now, what I am getting at, if we don’t have something to protect 
the jobs of our American workmen, I am fearful they won’t have the 
skills. 

Now, you have got fine ideas, and you heard me probably express 
myself a moment ago, that we have got to do the thing that is best for 
the country as a nation. But on the other hand, up there in Penn- 
sylvania now we have a great number of unemployed men who are 
very skilled in their various skills, and I just feel so badly when I see 
man who is willing to work and wants to work and has a skill and he 
doesn’t have a job. 

Mr. Barr. That is right. So do I, Senator. And that is a des- 
perate, unhealthy situation in our economy. And it is in spots around 
the country. We had it in Scranton all through the war, which you 
remember very well. 

Here is someting I put in my pocket thinking I might use it. One 
of your constitutents 1s a man by the name of Maynard, he is one of 
the outstanding management people in the world. He was chairman 
of the American section of the International Management Union, 
and of the American unit of the Management Union also, and he said 
yesterday or the day before yesterday : 

The best answer for American industries to increased foreign competition is 
further application of advanced techniques rather than protective tariffs. 

While conceding that tariff protection is sometimes necessary on 
a temporary basis, he maintained that: 

A tariff which permits a company to continue to do business without the neces- 
sity for improving its methods is a dangerous expedient. 

And he goes on to say that it provides the basis for future decay. 

Senator Martone. Who said that? 

Mr. Barr. H. B. Maynard, of Pittsburgh. 

Senator Matong. Who is he? 

Mr. Barr. He is the president of an organization called Manage- 
ment Methods, or something of that kind. He is regarded as one of 
the outstanding consulting engineers in the United States, particu- 
larly on advanced management methods. 

The other point I wanted to make had to do with this problem as 
it relates to our relations with the NATO countries, which I saw at 
close range for something over 3 years, because I was a reperesenta- 
tive of the Defense Department in the NATO Defense Production 
Agency, and I helped set up the production division of NATO in 

aris. , 


Now, the important thing that I think has to be taken into account 
here is how this NATO group, about which I know most, will look 
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at a decision we will make on this particular point in the United 
States. Now, we have been driving, ever since the Marshall plan was 
inaugurated—I say “we,” I mean the representatives of the United 
States in Europe—we have been driving them through the specific 
directions of this Congress to improve their efficiency, to improve 
their competitive spirit, to sell goods abroad, to try to put themselves 
in a strong economic position so that they can do what they ought to 
be able to do toward the defense of the world vis-a-vis Soviet Russia. 
And we have been saying to them, “Go ou for larger markets,” “Im- 
prove your merchandising methods,” and so on, and so on. In other 
words, do the same as we do. 

Senator Matone. Do they trade with each other? 

Mr. Barr. They do, Senator. But I would be the last to defend 
many practices that were developed in Europe. 

Senator Martone. Do they trade with each other along the lines 
that you advocated without any tariffs at all? 

Mr. Barr. They have tariffs the same as we do, or higher. In some 
cases we will have them higher, in other cases lower. 

Senator Matone. In most cases they are higher, aren’t they ? 

Mr. Barr. Not necessarily. 

Senator Mavone. I think I will furnish and insert into the record 
the tariffs in England and other European nations, because you can’t 
get American products in there at all, like automobiles, and some 
other products which we would like to sell there. You know that? 

Mr. Barr. I know that is true to an extent. 1 know that our repre- 
sentatives—— 

Senator Martone. When you make trade agreements—which are 
not really trade agreements, they are agreements for lower tariffs— 
you agree that they lower the tariffs, don’t you ? 

Mr. Barr. They do other things besides lower tariffs. Sometimes 
they only bind the rate. 

Senator Marone. They bind the rate of tariff, that is all, isn’t it? 

Mr. Barr. They enable us to work on this problem with these coun- 
tries to the end that they shall reduce their restrictions as much as 
possible. 

Senator Matone. They enable us to work with them, they enable us 
to put our markets in the pot, while about 40 nations arrange these 
multilateral tariffs at Geneva, do they not? 

Mr. Barr. No. We negotiate with these countries—I have never 
been a part of that actual operation. 

Senator Maron. Neither have I. But I have tried to study it, and 
I want to say to you now that I think you have a very fine objective— 
all of us have the objective of free trade—but we do have, some of us, 
different ideas of reaching it. 

As I understand it now, you think in this letter that was just inserted 
in the record from a distinguished engineer in Pittsburgh, as I under- 
stood you to say—I have not met him—that a tariff should not be 
maintained at all on foreign competition. 

Mr. Barr. He did not say that, Senator, and neither do I. 

Senator Matonr. What does he say? Let’s dig the letter up. 

Senator Martin. Senator Malone, would you allow a short inser- 
tion here? 

Senator Matonr. I would like very much to, but I want to come 
back to this letter. 
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Senator Martin. I think it would be very helpful. This is from 
the report of the Commission on Foreign Economic Policy, better 
known as the Randall report. And on page 85 there is this statement 
from Senator Millikin, a very eminent Senator, and one of the best 
versed men along the line. And I would just like to read it at this 
point: 

However, there is much difference in the American worker’s view toward his 
own Government and our political system and his conception of individual free- 
dom and dignity according to whether his difficulties are created by the vagaries 
of demand and supply or whether he is being pushed around by a central govern- 
ment trying to lay the duty with our economic system. 

Now, I feel that that is a very carefully thought out statement by 
2 man who has given it much study and consideration. 

Thank you, Senator. 

Mr. Barr. I fully agree with you. 

And I wanted it well understood that I was making no invidious 
comparisons between American labor 

Senator Matone. What I am trying to do, and I want you to under- 
stand this, Mr. Batt, 1 am trying to get into the record your viewpoint. 
Now, think it through just a little while, and go ahead and make any 
statement you want to make. 

Mr. Barr. I want to say that one of the reasons we can get produc- 
tion out of American labor is because of the confidence which Ameri- 
can labor has in the American economy, which includes political econ- 
omy, and the management with which it has to work. I don’t think 
there is any country in the world in which this process of automation, 
as they call it, can go ahead with as little difficulty as here in the 
United States. Labor understands the problem. ; 
Senator Martin. Senator Malone, if you will permit the interrup- 
tion 

Senator Matone. Yes, sir. 

Senator Martin. Now, I have differed—and from a political stand- 
point a great number of leaders among labor organizations have been 
opposed tome. But in the room right above, I met with 75 labor men 
one day last week, and their intelligence relating to the various things 
pertaining to our Government makes you feel awfully proud and 
confident. And in my military work there have been many times 
when I needed certain skills—bridge construction, road construction, 
and things like that—and I would send out for volunteers, and they 
would respond in a magnificent way. And I have always felt that 
was due to the fact that we have strong competition. But we still were 
giving them jobs to do that maintains their families in a dignified 
way, and so on. 

Now, we appreciate your coming here, and your giving us some 
fine ideas, but 1 just wanted to bring that up. 

Mr. Barr. I understand that perfectly. 

Senator Martin. Thank you. 

Senator Matong. That is all right. 

I am very much interested in this letter. What Mr. Maynard has 
said about tariff protection providing the basis for future decay, no 
one has ever talked about protecting anyone here from domestic com- 
petition, have they ¢ 

Mr. Barr. I haven’t heard the testimony, Senator. 
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Senator Matoner. I suppose you know that anyway, because it would 
be against the Constitution of the United States. 

Mr. Barr. If you really want an opinion from me, since I am not 
a lawyer, may I have the question restated ? 

Senator Martone. Yes, sir. 

Read the question, Mr. Reporter. 

(The question was read by the reporter.) 

Mr. Barr. No; that is just one of the things we have to live with, 
competition between ourselves. 

Senator Matone. But don’t we like it? I think we do. 

Mr. Barr. We don’t like it in any particular case affecting our- 
selves. 

Senator Martone. I was in the engineering business for 30 years, 
and I liked it. 

Mr. Barr. Let me speak for myself. 

Senator Matong. All right, you speak for yourself. 

Mr. Barr. Whenever a competitor comes in and takes your market 
and cuts your price you are very unhappy about it, you are very un- 
comfortable. 

Senator Matonr. You may be unhappy, but the Constitution of the 
United States says you must meet it or go out of business. 

Mr. Barr. That is right. 

Senator Matong. Now, this man says, “Technology urged in place of 
tariff.” He can only mean technology in place of tariff protection 
from foreign competition. 

Mr. Barr. Undoubtedly. 

Senator Martone. Now, we have established that fact. You do know 
that American businessmen—and God bless them, I am all for them 
doing it, if I were 20 years younger I would probably have an engi- 
neering office in South America some place, maybe 2 or 3 of them— 
but I do not blame them for the fact that the countries behind the low 
wage lines are making the stuff and shipping it in here without an 
adequate tariff, without this differential of wages and standards of 
living represented in a duty or tariff, I blame a Congress that makes 
that possible or profitable. So I only want to know what you think 
about it. You do not believe that a domestic producer should be 
protected by a duty, as the Constitution calls it—we have come to call 
it tariff, or import fees—to any extent against an organization pro- 
ducing the same product or a like product and shipping it to this 
country from a lower wage country where he can use his own machinery 
and his own direction. 

This management that you talk about—and I heartily agree with 
you, it is the best in the world; we are taking it all over the world, as 
you know we are just as effective in Italy, as we are any place else if 
we are given the men to train. Despite this you do not believe—and 
this man apparently does not believe—that there should be any duty 
protecting domestic industry in regard to the differentiation between 
wages or taxes or anything else that we pay here and a competitor 
foreign country. 

Mr. Barr. I don’t know what he had in mind, I can only read what 
he says. 

Senator Matone. I will interpret his; I want you to interpret yours. 

Mr. Barr. I know what I have in mind. I am not a free trader. 

Senator Matons. What are you? 
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Mr. Barr. I think there are times when a tariff is in the national 
interest. 

Senator Matong. What are those times? 

Mr. Barr. Well, in the first place, if you really have a security 
situation where the country’s best interests require that an industry 
or a part of an industry be kept going, some means ought to be found 
to have that operation going. The Randall Commission, as you will 
remember, discussed at great length a proposal of one of the members. 

Senator Matone. I remember all about the Randall Commission. 
It didn’t go very far. 

Mr. Barr. Where there was some special fund—that fund might be 
put up by industry or Government, by which industry might be sub- 
sidized for that particular security purpose, recognizing that we were 
attempting to meet a security problem, and we were taking it at a 
security cost. An industry which is beginning to grow, which is 
getting underway, which is useful, and which may need some help 
temporarily, I have no objection to its having it. hwnd to be quite 
sure, Senator—if I were sitting on the Tariff Commission, I would 
want to be quite sure of one thing: Is the industry which asks protec- 
tion as efficiently run as possible ¢ 

Senator Matone. Don’t you know that is in the law ? 

Mr. Barr. Theoretically the law directs that to be done, Senator. 
Practically it is a virtual impossibility for the Tariff Commission to do 
it. 

Senator Martone. I don’t think it is. But that is a matter of 
opinion. I think that a good Tariff Commission that has its staff, 
as our own has—sometimes I might agree with it and sometimes not, 
but I have to do it on the basis of facts, and they can take those things 
into consideration, and do. 

Mr. Barr. In the first place, Senator, they can’t get the facts. The 
facts as they need them to carry out the will of the 1930 act are not 
generally to be obtained in Europe. 

Senator Manone. You know this, that you can try it, and if it isn’t 
right even the women and children will know it in about 60 days, don’t 
you? And then you can bring it up on your own motion, and it is like 
hitting a target in field rule, ou may miss it the first time, go 
over it, and you might be under the next time, but if you split that 
bracket you are going to hit it, aren’t you? 

Mr Barr. You see, Senator, the intention of that 1930 act—— 

Senator Martone. What was the intention of it? 

Mr. Barr. It is certainly to create a flexible tariff mechanism. 

Senator Matong. For what purpose? 

Mr. Barr. I presume for the purpose of providing such protection 
as would keep imported goods from coming in at lower prices than 
those charged by the domestic producers. 

Senator Matone. Not those charged, the difference in the cost, of 
production between those produced by the American standard of living 
wage and the taxes and the labor protection that you give them here 
and like articles that were made in a foreign country under much 
lower-wage standards, and in some place without taxes, and with no 
protection to labor. Now, that is what it is supposed to represent. 
And a cut-and-dried method is pretty good. 

Mr. Barr. May I attempt to answer your question by one further 
statement ? . 
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Senator Martone. Yes. 

Mr. Barr. The method of determining costs which is almost uni- 
versal in the United States does not generally exist in the continent 
of Europe. There are no certified publi lic accountants as a profession 
in the continent of Europe. There is in England, but not on the 
Continent. 

Senator Matone. You do have, though, the landed cost ? 

Mr. Barr. You have the price at which the goods are sold in the 
foreign countries. 

Senator Matone. And the landed cost ? 

Mr. Barr. You do not know what the cost of production is. 

Senator Martone. Of course, you don’t, because we furnish the 
money to subsidize them over there, and they subsidize the food, and 
they subsidize them in various other ways, like the money you 
exchange—for example, like in France—I do not pick out France as 
being a special violator of the setup, I think they are all alike, prac- 
tically—but when they sell a product and get a ‘dollar, if they want 
that product exported they will give them a certain number of francs 
for the dollar, if they don’t want it they give them a lesser amount for 
the dollar. Isn’t that a fact? That is just one example of how it is 
done. 

Mr. Barr. Not tomy knowledge. 

Senator Martone. Well, it may not be to your knowledge, I am tell- 
ing you it is a fact, and it is being done right along. Now there are 
other ways of doing it, of defeating : any trade agreement, any trade 
on setting tariffs. I am not talking about their defeating it, they are 
all defeating it, it is a one-way street, but I am asking you if you want 
to go on record as believing that American labor and small investors— 
and a small investor is described as one either not of a size or nature 
to go behind the law-wage curtain and set up a factory and get the 
American taxpayers to pay for it and operate it and bring the goods 
back—what is your attitude? 

Mr. Barr. I have heard you ask a question, and T am glad you 
asked me, because I think one must take into account the labor that 
is represented in the jobs that are represented by our exports. We 
export goods from the United States 

Senator Manone. Go right ahead. Thisis wonderful. 

Mr. Barr. Those jobs are generally highly manufactured articles, 
as distinct from raw materials, which comprise a good part of our 
imports. 

Senator Martone. Go right ahead. 

Mr. Barr. And those exports, as we all know, are paid for by im- 
ports. Youcan’t have exports if you don’t have imports. 

Senator Martone. So you want to trade one for the other? Let’s get 
get down to bedrock. 

Mr. Barr. When you cut imports by any mechanism, of course, 
estoy you have to cut exports, and jobs are represented by 

vorts. 
Senator Martone. Would you explain just one thing tome. Youare 
for trading one sector of industry for another? 

Mr. Barr. Well, I am perfectly willing for the President to have 
that power on the assumption that the President and the agencies who 
work under his direction will look at the national interest as distinct 
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from a single interest. I have never sat in one of those hearings, 
obviously—I have not sat in one of the hearings of the President’s 
interagency groups, but I have a general understanding as to how 
they work. 

Senator Martone. I hope you do, because this is a little mysterious 
to some of us. But nevertheless, you do believe, just like the Secre- 
tary said, that this act, this 1934 act, is designed to take in the political 
factors in Europe, to take in the meshing of industry in this country, 
the agricultural and the mining and the manufacturing, and taking in 
all those factors, whatever is best for the United States of America in 
the judgment of the President of the United States, then that is the 
way he sets the tariff, lowers it, or does anything he wants to with it. 

Mr. Barr. I am perfectly agreeable, Senator, to putting this in as 
a part of our whole national interest. 

Senator Matong. That is what you want, isn’t it? 

Mr. Barr. Yes, sir. 

Senator Martone. Do you agree with Mr. Dulles when he said in 
answer to a question relative to the peril point and the escape clause, 
as to what protection they have furnished for domestic industry : 

Do you agree that there is authority in the act to trade away an American 


payroll to serve an international purpose, if it causes injury to that American 
payroll? 


And Mr. Dulles states: 


Conceivably so, yes. We do a lot of other things, sir, which do great injury to 
American people, to serve an international purpose. 


Then he said later, on the inquiry being pressed : 


It is my understanding that the so-called escape clause is not designed to pro- 
tect from injury in every particular element in American industry. I believe 
that there has been some question about amending it so as to make it read that 
way. 


When pressed further, Secretary Dulles said: 


I do recognize that the competition, whether it is domestic or foreign, does 
injury, and it injures, first, the weaker and less economical units in an industry. 


Then he says further: 


I think those are matters which, when you have the international factors 
involved, should be to an extent within the discretion of the President’s judg- 
ment, 


Then further: 


I do not think you can have imports without some damage, and if your rule is 
that you will not have imports or tariff reductions or sustain them if there is 
any damage to anybody, then I think it becomes automatically unworkable. 

Now, do you agree with the Secretary in that interpretation of the 
act as it now stands? 

Mr. Barr. Senator, I don’t want to be put in that position, because 
that was a half a dozen different questions. 

Senator Maton. I think that was a little unfair to you. Do you 
agree that that is the way it should be, to allow the President of the 
United States, 1 man, to injure 1 industry to build up imports in 
that sector so that exports are increased in another ? 

Mr. Barr. What I want to say, I say out of a deep conviction and 
a heart: full of responsibility. We are today the leaders of the world. 

Senator Martone. Are we? 
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Mr. Barr. We carry the problems of the world on our shoulders. 
We don’t like it, but there it is. We are trying to organize—— 

Senator MaLtone. What are those problems that we carry on our 
shoulders ? 

Mr. Barr. At the moment there are problems that have to do with 
the existence of freedom-loving countries, as I see it. They have to 
do—- 

Senator Martone. How do you intend to carry out those responsi- 
bilities? 

Mr. Barr. In the first place, we have got to get the maximum of 
understanding and cooperation out of the other people if the world 
is to feel the way we do; that is one thing. That can be an emotional 
matter. But practically their economies have got to be strong—ours 
has got to be strong. 

Senator Matone. But we must divide our economy with them to 
carry that out? 

Mr. Batt. Not at all. We must build them both. 

Senator Martone. What do you do when you decrease the exports 
in one particular industry and decrease the employment and write 
off the investment in that industry to increase imports to strengthen 
some particular nation ¢ 

Mr. Barr. At the moment you may hurt that one industry. But 
if you have a philosophy of more trade in the world instead of less 
trade, a freer trade—— 

Senator Matonr. Don’t we have that philosophy—not freer trade, 
you put that in later 

Mr. Barr. Not just the United States; I am talking about the 
world. 

Senator Martone. I am talking about the United States. Every- 
body that I know here wants to increase legitimate trade. 

Mr. Bart. Right. 

Senator Martone. But the legitimate trade doesn’t increase by the 
Marshall plan money that you give them to buy the products or the 
national defense articles that are built here at the taxpayers’ expense 
and sent over there without charge which the Department of Com- 
merce and others testified here was part of our exports. 

Mr. Barr. They are dollars that flow into the stream of world 
trade. 

Senator Matone. Yes, but they flow out of the American taxpayers’ 
pockets first. 

Mr. Barr. They do. 

Senator Martone. So regardless of which year you choose since 
World War II, if you deduct any year the amount of money that we 
have sent to Europe to all the countries, deduct the amount of goods 
which are doumlaie as foreign trade and paid for by the American 
taxpayers, you come right back to the 414 or 5 percent of legitimate 
trade that you have had for 40 years, don’t you? Did you ever try it? 

Mr. Barr. If you continued to have 4% percent of our gross na- 
tional production your jobs represented by that volume will be much 
greater in number. 

Senator Marong. Of course. And it was ter. But what you 
did, and what we did, the effect of what the Seats did, was to buy 
trade, just like a grocery store that isn’t doing very well on Main 
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Street goes to the bank and borrows a few thousand dollars to scatter 
around the neighborhood to see if trade would pick up. 

Mr. Barr. I want to disagree with you. I looked into the situation, 
and we weren’t buying trad. 

Senator MaLonre. What were you trying to do? 

Mr. Barr. We were trying to strengthen Western Europe to a point 
where we have a defense wall that is worth something. 

Senator Martone. Do you know how you strengthened them ? 

Mr. Barr. To a substantial extent by the help we gave them. 

Senator Matonr. You built factories over there to compete with us, 
isn’t that what you did? 

Mr. Barr. You made that statement 2 or 3 times. I don’t know 
of an American concern that has gone abroad and built factories and 
manufactured articles and imported them back to the United States 
on any considerable basis. It might have happened, but I never 
heard of it. 

Senator Martone. I will tell you, I have just finished a trip to South 
America, and there are certain companies down there wemiing goods 
back here, the raw materials 

Mr. Barr. Raw materials are another thing. Certainly various of 
our nonferrous metals companies have done that. They have all 
done it. But manufactured goods 

Senator Matonr. Now, the manufacturing of goods, almost every 
country is overbuilt for its own market in the manufacture of these 
goods, and they are sending them to Russia, the Iron Curtain countries, 
and to China, and they were doing it in 1948 and 1949—in 1948 you 
made 86 trade treaties, for the record, I think—in 1949 you made 96 
trade treaties—that is, the Marshall plan countries were trading with 
Russia and the Iron Curtain countries, sending them everything they 
needed—hball bearings, tools, steel—I have had to dig this all up, and 
if you want it T will send it to you—I don’t think you were in that 
deal then, but if you were, I think you know it. 

Mr. Barr. I wasn’t in it. 

Senator Matone. Wasn’t that the situation, 96 trade treaties, selling 
them everything, ball bearings, everything—TI will tell you, you are 
in the tool business, too] steel, engines, trucks, everything they needed 
to get ready to fight us. 


Mr. Barr. In a general way, I can tell you what happened. 

Senator Matonr. Tell me. 

Mr. Barr. Those countries, the French, the British, the Italians, 
were dealing with Czechoslovakia and Austria 

Senator Marone. And Russia and China? 

Mr. Barr. And Russia and China. 

Senator Matonr. They have been, and also are now. 

Mr. Barr. I would be very foolish if I got myself into this East- 
West controversy, because bigger men than I 

Senator Martone. That is what you are doing now. 

Senator Martin. Could you come back at 2:30? 

Mr. Bart. Certainly. 

Senator Martin. We will adjourn, then, until 2: 30. 


(Whereupon, at 1 p. m., the committee adjourned, to reconvene at 
2:30 p. m., the same day.) 
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AFTERNOON SESSION 


Senator Matone (presiding). The meeeting will come to order. 

Mr. Batt, taking up where we left off, we were talking about foreign 
trade, and I said that our assistance to foreign nations, notably 
Europe, billions to Europe and billions of dollars worth of national 
defense material that we are giving to them, all contract to what we 
are pleased to call through our official organizations in Washington, 
foreign trade. 

If you subtracted the amount of money we give out all over the 
world and the value of the national defense material that we give 
away, that our trade is back to the 414 to 5 percent that we have had 
for about 40 years of legitimate trade where you sell something and 
get money for it. 

They sell something to use and get the money for it. And, of course, 
through all these various contributions we have mixed it up so much 
that many people have been fooled about it, many are sold on the 
idea that it is a very complicated thing. I don’t agree with the idea 
that it is complicated. 

There is no question, is there, Mr. Batt, that not only are the Mar- 
shall plan countries in Europe selling materials that could be used in 
a war against us or anybody to Russia and the Iron Curtain countries 
continually since World War II but they are stepping it up now. Is 
there any doubt about that? 

Mr. Bart. Yes, there is. There is no doubt between the period of 
1945 to 1950. 

Senator Matone. 1955, too. 

Mr. Barr. I include 1950, 1951, 1952, 1953, 1954, and this is 1955. 
I want to make a break if you will permit me to. 

That kind of trade was stopped in 1950 or 1951 when we made an 
agreement with our allied nations that we would determine what 
were things that were so-called strategic. We made those definitions. 
The United States did not always have its way as to what those 
elements were, but I understand we were pretty successful and the 
amount of trade which Britain, France, and other countries in Western 
Europe had with the countries behind the Iron Curtain in so-called 
strategic items was very sharply reduced. 

Senator Matone. What would you call strategic or nonstrategic 
items, maybe that would be easier. 

Mr. Barr. The experts argued over that question for days. 

Senator Martone. You know as well as I do that shirt buttons are 
a strategic item when you are getting ready for a war. 

Mr. Barr. It wouldn’t be so considered in a discussion of that kind. 
Neither was food and yet you can’t carry on a defense or a war with- 
out food. 

Senator Martone. As long as we feed them and give them the things 
they need to get ready for a war whether it is ball bearings and I 
know they were and are selling ball bearings. 

Mr. Barr. They were. 

Senator Matong. And tooled steel. They are now selling it. There 
is a rumor we stopped a ship going into Red China. 

Mr. Barr. You mean the shipment—— 

Senator Mavonr. If it is true we did it is the only one we ever 
stopped and it is getting pretty late. We never stopped one in our 
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lives. It may be that you know this and maybe you don’t. I think 
it was in 1950. I could be mistaken in one year, there was a resolution 
passed by Congress. The Wherry-Malone-Kem_ resolution that 
stopped cold our contribution to any nation trading with Russia 
and the Iron Curtain countries. 

Mr. Barr. I remember it. 

Senator Martone. Then almost immediately a flood of propaganda 
went over the nation that the Battle Act was going to stop it. — 

The Battle Act in the House repealed this resolution, the Wherry- 
Malone-Kem resolution, and left it to the United States, the trade 
then stepped up and never has stopped. 

The Battle Act was for one purpose, as we argued on the floor of 
the Senate then and it panned out that way, to continue to allow the 
trade and to continue to finance the factories that manufactured the 
stuff they were sending to the Iron Curtain countries. 

Mr. Barr. My information is very clear that the amount of so-called 
strategic items going behind the Iron Curtain has been very greatly 
reduced. One has to remember that these countries have to live. 

Senator Maronn. The Iron Curtain countries? 

Mr. Barr. No; Brita, France; our allies. I can speak to you 
with some authority about Britain because I was living in London 
at the time this situation was acute. 

The British require grains which they don’t themselves produce. 
They require various kinds of timbers which they don’t produce. 

Senator Matonr. What are the things we have in the stockpile? 
Are they coarse grains ? 

Mr. Barr. I am not sure. 

Senator Martone. What are the coarse grains? 

Mr. Barr. You come from, I suspect, more of an agricultural part 
of the country than Ido. You use it for feedstuffs of course. 

Senator Martone. Is wheat a coarse grain ¢ 

Mr. Barr. No. 

Senator Matone. Is corn a coarse grain? 

Mr. Barr. I think it is. 

Senator Martone. Barley, a coarse grain? 

Mr. Barr. I am sorry I disqualify myself as an expert on coarse 

ain. 

"ities Matong. At the time that they needed foodstuffs they could 
get all the foodstuffs from here that they ever needed in the world. 

Mr. Barr. That is precisely what they could not get. They could 
not get the timber from here. 

Senator Matonr. We have all the timber in the world from here. 
Why couldn’t they get it? 

Mr. Barr. Because the prices were high. The supply was limited. 

Senator Matone. We gave them the money. They just spent the 
money someplace else. 

Mr. Barr. I want to go ahead and continue if I may, sir. 

Senator Martone. You know that we are giving them $5 to $7 billion 
a year. Where do they spend it? 

Mr. Barr. I can tell you where the British spend their dollars. 

Senator Matonr. Tell me. 

Mr. Barr. They spent most of it to secure dollar components which 
they needed to enlarge their military structure. 
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Senator Martone. Where did they spend it? 

Mr. Barr. And for tobacco. 

Senator Matone. Yes. Where did they spend for the food and 
lumber, the stuff that they needed ? 

Mr. Barr. They got their foodstuffs largely from within the Com- 
monwealth, Canada being a large supplier of foodstuffs. 

Senator Matong. They got wheat from Russia. 

Mr. Barr. No, they got lumber from Russia. 

Senator Matonr. Are you sure they did not buy some grain from 
Russia along about that time? I would have to look - the record, 
but I can do that. They made a contract for foodstuffs that seem 
to me like a billion-dollar contract along about in 1950-51, trad- 
ing directly with Russia. 

Mr. Batr. To my knowledge that was confined solely to cattle 
and animal feedstuffs and not Cetin foodstuffs. 

Senator Maronr. Of course, we have more of that than we know 
what to do with. We are now trying to find ways to get an excuse 
to dump it in the ocean or give it away. We are giving it away 
all over the world. So.what was first the subject. These people 
have to eat. So we are feeding them. Giving them the stuff and 
giving them the money. Then what? 

Mr. Barr. These people from our point of view needed to make 
a larger contribution to the military strength of the West than they 
were making. ; 

We thought it was in our national interest to help them build up 
their economies so they could increase that contribution to their armed 
strength. 

Senator Matone. You are a 

Mr. Barr. May I add one further statement ? 

Senator Martone. Yes, you can. 

Mr. Barr. We were devoting in 1951-52 about 15 percent of our 
national income each year for cebeiis: But by one device or another 
the British—and largely, substantially by our aid, not largely—the 
British got their contribution up to about 12 percent. 

We had an objective toward which we tried to influence those na- 
tions as well as we could, to make a contribution that was somewhere 
at the 10- to 12-percent level because our experts believed that on 
balance that was a contribution that would be a greater test of their 
economy than the 15 percent we were putting out of ourselves. 

We got the highest contribution out of the British that we did have 
from any country in the NATO alliance. 

Senator Martone. You are an industrialist. I want to ask you a 
question. I always contended on the Senate floor that when a nation 
or an individual has an established market for their goods, for the 
goods that they are manufacturing, and if the economic factors add 
up, that they can compete for this market, they don’t need any gifts 
of money to build the factory, they can always get the financing. 

Isn’t that about right ? 

Mr. Barr. If capital is willing to go there and feels that it is 
reasonably safe. 

Senator Martone. Let’s frame it again. Capital is also ready to go 
any place where you have an investment climate. If you have an 
idea that every time someone invests something that you grab onto. 
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that so they can’t take it out or can’t take the profits out, that is what 
every nation almost in Europe had as you well know. 

Mr. Barr. Yes. They have tended to in too many instances. 

Senator Matong. In practically all of them. Now that is their fault. 
That is not the fault of the capital. 

Capital will go wherever you have an investing or investment cli- 
mate, meaning that you treat it like your own capital. And there is 
a feasible industry there, including the markets, including all the 
factories that add up, you can get private money to build those fac- 
tories, can’t you? 

Mr. Barr. Very commonly, you can. 

Senator Matone. Well in the engineering business for 30 years I 
have never known an instance where all the factors add up, the freight 
rates, the markets, the power, the labor, and all of it, unless it was just 
right in the midst of an upset period, you could get the money. 

But my point is this: When they have no markets you can’t get the 
money except from a Congress of the United States that has no know!l- 
edge and rarely studies anything; they go ahead and build factories 
where there are no markets. 

That is to say where the building of these plants will oversupply the 
available market. 

On the Senate floor in 1948 I said just that. What are we building 
these plants for? We are overbuilding the plants, industrial plants in 
Europe in each of these nations so they will have to sell to Russia or 
the Iron Curtain countries or to us and the first thing you know there 
will be a little blackmail coming our way to get our markets. 

We have reached that point. 

Mr. Barr. No, Senator; I can’t agree with you for one moment. 

Senator Martone. Go ahead. 

Mr. Barr. There are 260 million people in the area we are talking 
about ; that is the NATO—— 

Senator Matone. There are more than that. 

Mr. Barr. I am talking about the NATO countries, Western Ger- 
many, England, France, Italy, and soon. There are 250 to 260 million 
people there. They should be prosperous and consuming a great deal 
more than they are. 

Senator Matonge. Why don’t they ? 

Mr. Barr. I want to ask you a question. 

Senator Matone. Answer that first, then I will answer the question. 
Why don’t they consume? 

Mr. Barr. Lack of the competitive economy concept which we have 
here. Their prices are too high. They can’t buy what they make. 
Senator, you know that this is the only country in the world where 
the men who work in the factories can buy what they produce, 

Europe has not got that concept, sir. I told ge this morning that 
this was the smartest management in the world. Europe has not got 
it. What countries, sir, are those two countries where communism has 
gone farthest? Italy and France. ' 

What two countries in Western Europe have the lowest standard of 
living? Italy and France. 

Senator Martone. I agree with you thoroughly. I have said-that on 
the Senate floor. If Mr. Ford—who has several branch plants in 
Europe; has 26 outside the United States—if some day he would wake 
up and do what his father did in Detroit about 40 years ago and 
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do it over there in Europe and say they can’t buy my Fords with 
the $2, $2.50, and $3 a day, the minimum wage is $6 or $7, he might 
start something. 

Mr. Barr. That might be. 

Senator Matonr. They don’t do it. They go over there to get in 
on this cheap labor. They are not thinking of raising the standard of 
living. We lower our tariffs which encourages them to keep the cheap 
labor because they can keep the difference. If we had a tariff like the 
1930 Tariff Act outlines on the basis of fair and reasonable compe- 
tition, then that difference in the wage standard of living there and the 
taxes and cost of doing business in the chief competing country and 
here was the tariff, they couldn’t profit by the low-cost labor and when 
they hit that a few times and pay the difference in the United States 
Treasury they might say we might just as well give it to the workers 
and raise their wages and make a market over there. 

We are encouraging low wages in Europe. 

Mr. Barr. No, sir. I cannot agree with that. 

Senator Matone. By our low tariff. 

Mr. Barr. Because I have seen just the reverse of that. May I give 
you a piece of legislative history ? 

Senator Matonr. Yes. 

Mr. Barr. We put a hundred million dollars of aid into Europe, by 
virtue of the so-called Moody-Benton amendment which was sena- 
torial action urging those countries to do 2 or 3 things—I don’t remem- 
ber precisely, First raise the general pay of their people—because 
they are not getting enough of the customer’s dollar in Europe. 

Second, general breakdown of their competitive restrictive prac- 
tices. 

Senator Matonr. Between countries. 

Mr. Barr. Between countries and between companies in a given 
country. 

aenatiie Matong. I stood 3 days at a time on the Senate floor and 
argued that same thing. I said if you are going to give them any 
money put it on that basis. 

Mr. Barr. We tried to do it. 

Senator Martone. You don’t need to try to do it. Let them alone. 
Don’t send them the money unless they do it and it will be done. 

Mr. Barr. We wanted something out of them. 

Senator Martone. No we did not. 

Mr. Barr. We wanted them to make a large contribution to the mili- 
tary strengths of that part of the world. 

Geniater Matonet. Who is going to be protected? They are the 
ones who will be protected. 

Mr. Barr. Yes, sir; I know that. 

Senator Matonr. You have to go into a country and argue them 
into protecting themselves. 

Mr. Barr. That is exactly what you have to do. 

Senator Martone. That is exactly like our tariff over there in my 
opinion, you are going to be blackmailed out of existence and every 
time you turn around one of them says we are about to go Commu- 
nist iF you don’t reappropriate the monev. 

They tell us now that we have to appropriate money. 

Stassen has just returned from a trip to Asia. We have to buy Asia 
back after the State Department lost it deliberately. 
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Now all the European countries are trading with China. 

Mr. Barr. Iam troubled about it. In the last 4 or 5 years the United 
States has been part and parcel of the tremendous recuperative force 
in Europe. That is it provided the leadership for it. What happened 
at home ¢ 

We made more money than we ever did in our history while we 
helped them to rejuvenate themselves. 

I have listened to these arguments. I have been a Republican all 
my life. For a good many years I had that same side of the fence. 
But I have come to the conclusion in the last 10 years, since the war, 
that the world will go to the bow-wows if the United States doesn’t 
exercise leadership. ‘To the extent it does not, it will be because of 
the leadership of the United States. I don’t say for a moment that 
passage of H. R. 1 will settle all the problems in Europe. I feel very 
deeply if you fail to pass it you are saying to the rest of the world 
we have given it all up, go paddle your own canoe, we will paddle ours. 
That I would regard as tragic. 

Senator Matone. Of course, I do know I do not agree with that. 
That is immaterial. I want to get into the record just what you be- 
lieve and I think we are doing it. 

You are not telling the world to go any place if you are simply 
regulating your own foreign trade on the basis of fair and reasonable 
competition and every time your chief competitive country living 
standard of wage comes up you lower your tariff, on the 1930 Tari 
Act, and when they are living about like we are it is automatic free 
trade. 

We all have the same objective. The only way I see you can reach 
the goal is to hold your own economy while you are doing it. 

Do you understand that if you allow this Trade Agreements Act to 
expire, that anything on which there is not a trade agreement already 
made reverts to the Tariff Commission under that fair and reasonable 
competitive principle. 

Mr. Barr. Go back to the 1930 act ; yes, I do, sir. 

Senator Matoner. Do you understand that where there are trade 
agreements if the President serves notice on the nation with which 
trade agreements were made for cancellation that within a certain 
specified time that product under the regulation of the flexible tariff 
sie reverts to the Tariff Commission ? 

Mr. Barr. If there is a case where there has been a treaty the Presi- 
dent or somebody else has to denounce the treaty. 

Senator Martone. You did not understand me. I said if he served 
notice on the country with whom the trade agreement has been made, 
that within the certain specified time it would be reverted to the Tariff 
Commission ¢ 

Mr. Barr. That is the denunciation I spoke of. 

Senator Marong, It is not denounced. He serves mere notice of 
cancellation. That is simply a part of the law. 

You do understand then that we changed in 1934 the principle of 
levying duty. Up until that time and perhaps the 1930 law was the 
best, setting down the fair and reasonable principle of competition, 
the difference in cost would be recommended as the tariff. From 
that one criterion in 1934 we changed the entire principle to transfer 
the legislative responsibilities of Congress to regulate foreign trade 
to the Executive and gave him the latitude of political considerations 
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in the nations of the world and the economic measuring of the agri- 
cultural and manufacturing and mining industries in this country. 

In other words we threw the bars down so that he could consider 
almost any factors; do you understand that we changed the principle 
to that extent? 

Mr. Barr. We agreed this morning that we were not lawyers, either 
of us. Wouldn’t it be better to say delegate it because you can take 
it back any time we want. 

Senator Matone. We can’t do it unless we kick it to pieces. If we 
put it on a 1- or 2- or 3-year basis, it is there for that time. I think 
we could take it back but it would be a breach then of, you might say, 
a contract, because they have a right to expect that we keep our word 
in that regard. 

You delegate the authority—the constitutional responsibility of 
Congress to regulate foreign trade and set it, the duties and imposts 
and excises that we call tariffs—to the Executive and consider all of 
these factors that I have just enumerated and get away from the fair 
and reasonable competitive principle laid down to the Tariff Commis- 
sion up until and including 1930. 

Mr. Barr. You changed the basis on which the show was to go on 
the road. 

Senator Martone. Wechanged it from one branch of the Government 
to the other as to whom was to run the show. 

Mr. Batr. You delegated that responsibility to the executive branch. 

Senator Matonz. That is true. So we agree with what Secretary 
Dulles says. I have always contended that it is true; but that has 
been denied so many times. Mr. Dulles has said now that it explains 
the injury of some industries to the benefit of others in trying to 
bring about that policy ; do you agree? 

Mr. Barr. It could happen. I don’t think it deliberately contem- 
lates hurting one industry in order to build up another one. But the 
Uxecutive Act can very well for reasons which seem good to the Execu- 

tive, can very well hurt a particular branch of industry. 

Senator Martone. Let’s see what it says about it. 

In answer to that very question Secretary Dulles says : 


I do not think you can have imports without some damage. 


Mr. Barr. You can have lots of imports, Senator, without damage, 
but you certainly can have some damage with imports. 

Senator Matone. I am only quoting Mr. Dulles. You can dispute 
him if you want to. What I am trying to tell you is what he said: 

I do not think you can have imports without some damage and if your rule 
is that you will not have imports or tariff reductions or sustain them if there 
is any damage to anybody, then I think it becomes automatically unworkable. 

You agree with that, do you ? 

Mr. Barr. The latter part I—the reason I interrupted the first part. 
I don’t want to agree with everything Secretary Dulles says unless I 
am quite sure whether there are any hidden dogs in the answer. 

Senator Martone. I think Secretary Dulles made an honest wit- 
ness. He did not try to defend that. He told us the truth. 

Mr. Barr. I want to say another thing to you. When your sons 
and my sons get a uniform put on them, as mine have done, I don’t 
expect the Government to say, Now we are going to make a soldier out 
of you to defend your country, but you are never going to be hurt. 
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The administration of our foreign trade policy is on such a basis as 
I believe it to be, that the greater interest of the country should always 
be the one that counts. 

Senator Martone. The greater interest. would be these factors 
enumerated in the 1930 Tariff Act. 

Mr. Barr. Not necessarily. 

Senator Matong. They would have to be in the act, wouldn’t they? 

Mr. Barr. May I 

Senator Mavone. I am going to read the act to you. 

Mr. Barr. I know the 1930 act. But I don’t think it contem- 
plates—— 

Senator Mavong. The 1934 act. It said specifically that, the Presi- 
dent himself. 

Mr. Barr. Can take into account. 

Senator Matone. International political situations. 

Mr. Barr. I understand that. 

Senator Martone. Economic conditions in this country which takes 
in every known factor. 

Mr. Barr. All right. 

Senator Martone. Mr. Dulles said exactly what you have just said, 
and he thought it would be rather dramatic and it is when they asked 
him: 

Do you agree there is authority in the act to create a way to trade away an 


American payroll to serve an international purpose if that causes injury to that 
American payroll? 


Secretary Dulles said: 


Conceivably so: yes. We do a lot of other things which do greater injury to 
American people to serve an international purpose. We send a lot of people to be 
killed, which is a lot worse than going off the payroll. 

That is what you mean. 

Mr. Barr. I do mean that. 

Senator Marong. I see no reason for bringing that in. I had a son- 
in-law in this war and I have a grandson growing up for the next one. 
I expect you have 1 or 2. 

Mr. Barr. My wife and I have 26 grandchildren between us. 

Senator Matonr. That is a very laudable thing. Secretary Dulles 
used the same thing but he went Further then in the very thing I am 
asking you about, which you quoted, the matter of killing somebody 
instead of answering it. e answered both of them when he said: 

I do recognize that the competition whether it is domestic or foreign, does 
injury and it injures first the weaker and less economical units in the industry. 

You don’t have to justify what you say to me. All I want to know 
is, Do you believe that and do you believe in it? 

Mr. eae I do not believe in protecting weak and efficient elements 
of our industry indiscriminately. 

Senator Matone. Like my friend. 

Mr. Bart. Is that an answer because I am trying not to evade? 

Senator Marone. It is not even close to it. No one wants to protect 
an inefficient industry and the Tariff Commission doesn’t have to do 
it. But what they do have to do under the 1930 Tariff Act is to use 
the one principle and no political European factors enter into it and 
that is the difference, not the high cost or the low cost but the fair cost 
of manufacturing or producing an article in this country and the same 
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cost, the same kinds of a cost the same way to arrive at these things 
in a chief competitive nation and the difference they recommend to be 
the duty. 

What that does is assure a prospective investor that he only has to 
compete with his domestic people. 

He does not have to go to Belgium, he does not have to go to Africa 
and know everything in the world and know whether he can get the 
business and compete with them or not or whether his factory ought to 
be there instead of the United States because he knows, if he can com- 
pete with his own domestic competitors, he is in business. 

That was the purpose of the act. That was the purpose of a duty 
up until 1934. Following that—I think we agree—that we changed 
the principle over to include—— 

Mr. Barr. Yes; I do. 

Senator Matonr. To include the economic factors of Europe and 
political factors of Europe and the economic factors of American 
industry in this country and the President is the sole judge of that. 

Mr. Barr. I understand your question; what I was trying to avoid 
was the inference I accept the words “trade away” an American pay- 
roll. I don’t accept that expression. 

Senator Martone. If you do away with the zine industry and you 
heard some testimony about that this morning, if you had been here a 
couple of mornings ago you would have heard about the crockery 
industry, the labor men who were here, the textile industry, the next 
day, you would have heard about maybe 15 or 20 of them. 

So you can take anyone you want to. The Morgantown Glass Co. 
down in West Virginia, you can take the crockery industry in Ohio, 
or you can take the textile industry in New England or in the South. 

You can trade a part or all of any one of those industries for some 
other benefit that is vaguely described as political and international 
factors. 

Mr. Barr. It may benefit another American exporter; that is the 
point I want in the record. 

Senator Martone. You are for that? 

Mr. Barr. It may very well happen for that. 

Senator Martone. You are for that? 

Mr. Barr. ITamsorry. That is too sweeping a question. 

Senator Matone. Then tell me what you are for. 

Mr. Barr. I have tried to do that all morning. 

Senator Martone. Go ahead and try it again. 

Mr. Barr. You say the crockery industry. I don’t know the first 
thing about the crockery industry. 

Senator Maionr. Get an industry that you know something about. 
There must be some of them because you have been in this business 
for a long time. I don’t think you know anything about the mining 
industry. I am coming to that pretty soon. 

Mr. Barr. I don’t. The only testimony that I have there is that I 
expect I had as much as anybody to do with bringing in as many 
of the producers of any kind of essential raw materials during the 
war as it was possible to bring in the picture. 

We were the ones that set up the machinery for collecting manganese 
in bags at anybody’s doorstep; if it was an essential raw material, we 
provided the machinery to bring it in, as uneconomical as that might 
be. But it was justified, of course, in order to get the war forward. 
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Senator Matone. I understand that. It might interest you to know 
that I was a special consultant to the Senate’s Military Affairs 
Committee when you were sitting on that Board and I sat with the 
Board once in a while and listened to it. 

Mr. Barr. I know you were. 

Senator Matone. By this very policy you are advocating I don’t 
think I will ever get you to say you are advocating it because you 
have come right up to it and backed away from it a couple of times 
if you are not for it I would like for you to say so and if you are for it 
I would like to have you say so. 

Mr. Bart. I was trying to help with all we had to win the war. 

Senator Martone. We won the war. 

Mr. Barr. I am trying to help win the peace now. 

Senator Matone. [ don’t think you are but that is my opinion. 

We had become by this very policy you are now advocating de- 
pendent upon Africa for the chromite and managanese without which 
you could not fight a war and we were losing 88 to 90 percent of the 
ships that came out of Africa the first 6 or 8 months of that war. 
I almost watched them being sunk. 

Mr. Bart. We lost 13 out of 15 of the bauxite ships in 1943 in the 
Caribbean Sea. 

Senator Matone. That is not necessary. You heard a man testify 
here this morning that under a protective policy 66 percent of the 
zinc was produced in this country and that under the 1934 act after 
a very few years it went down to about 40 percent. If the 1934 Trade 
Agreements Act was allowed to expire it wouldn’t be down because 
of the imports from the pw tose a countries, where the people 
were producing with almost the same machinery that we were using 
in the United States and the superintendents—I call them shifters— 
taken from our country and working over there, working with this 
cheap labor. By the 1934 act you are not only losing the jobs of these 
men, losing the investors’ money here, but you are making us depend- 
ent upon these countries across a major ocean for materials you can’t 
fight without, like the manganese you’re now getting from India, 
900,000 tons annually, and you can’t get a ton of steel when the war 
starts. 

Mr. Barr. We never got very much out of the United States in 
manganese ; that is not a good policy. 

Senator Matonr. You can if you want to. 

Mr. Barr. If you want to pay enough. You can use the scrap 
out of the Empire State Building if you want to, but that will be 
expensive scrap. 

enator Maton. Let me tell you something. I want you to remem- 
ber this. No one has ever asked for a tariff that made up any more 
than the differential in the wage standard of living and the taxes and 
cost of doing business in this country. If you have to have more than 
that it will take a special act. 

If you are out for protecting the labor and wage standard of living 
in this country, I want to know that, too. 

Mr. Barr. I want to try to answer that and I am not evading. 

Senator Martone. I would like you to answer that. That is what 
most of these people mean when they say they want to get the cheaper 
goods, they want to get it from cheaper labor. I would like to take 
you out of that category. You are in it now. 
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Mr. Barr. When you direct an agency to ascertain costs of pro- 
duction abroad, if you had only half a dozen articles to deal with, 
it is possible they might make some headway, but over the range 
of the items—enormous range of items that come into this country— 
the problem of finding out what are costs of production is quite 
impossible in my judgment. 

Senator Matone. The landed duty declared customs’ cost you do 
know that and what it is offered for sale, don’t you ? 

Mr. Barr. You know what the fellow sells it for but that is not 
enough. You need to go further. 

Senator Matone. You can take the profit out and know the pro- 
duction cost. 

Mr. Barr. You don’t know what the profit is. You don’t know 
anything except what he sold it for. That is the point, the difficulty 
of getting this information. Here I speak as a businessman. 

Senator Matone. You haven’t touched the question I just asked 
you. Let’s get back to that first. When you talk about a cheaper 
product that you can take it out of the Empire State Building, being 
in the engineering business for 30 years I know that. But I also 
know that 90 percent of these people testifying here that the customer 
is entitled to a cheaper price, when there is a cheaper labor price. 

Mr. Barr. Not necessarily. 

Senator Matoneg. I say that is exactly what results in the price, 
because if you are paying them the same wage it wouldn’t be cheaper. 
There are many countries in the world, I know of several where we 
pay more industrial insurance, social security, and unemployment 
insurance than they pay in wages and still we are talking about 
competition. 

All the tariff ever did was to even the competition. All anybody 
ever asked for was to even the competition with foreign products 
so, I am going to ask you now, if we can get it cheaper whether it 
is manganese, whether it is zinc, whether it is textiles, whether it 
is glass, by using cheaper labor someplace else, are you in favor of 
getting it? 

Mr. Barr. If the cost of producing it at home is too high I cer- 
tainly am in favor of bringing in the lower cost material from abroad. 

Senator Matone. What would you say “too high” just to pay the 
$12 or $15 a day or whatever it is like in the glass in West Virginia 
was! 

Mr. Barr. That is not an adequate answer when we talk about raw 
materials. Let’s take the extreme case manganese which you used 
yourself. You said we could get enough manganese out of the United 
States to supply our needs. 

Senator Mavong. I did not say we should get all of it. 

Mr. Barr. You did not say we should, you said we could. 

Senator Marone. Stay in the business. 

Mr. Barr. The cost of that to the steel industry would be a shocking 
figure. 

Senator Matone. Would it? 

Mr. Barr. Yes. I used to know those figures. Perhaps you have 
them now. 

Senator Marone. Would you tell us how many pounds of man- 
ganese there is in a ton of steel ? 

Mr. Bart. I can’t. 
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Senator Matong. I will tell you, 13 pounds. That tariff that would 
be necessary to equalize the wage standard of living you could not 
find it in a ton of steel. 

Mr. Barr. We used about 2 million tons of manganese a year. 

Senator Martone. Nobody has ever asked for a tariff above that 
differential in the wage standard of living and the taxes and the 
cost of doing business and if that does not bring it all, if you wanted 
to get it all, you would have to have then a special act, you would 
have to take it up like you did sugar or something like that. 

Nobody has asked that. Oil has asked for a 10 percent quota. 
Nobody asks for a specific tariff under any bill I have ever introduced 
or any speech I have ever made or any testimony I have ever heard 
from the people out of the mining fields, the textile industry, or the 
glass industry. All they ask is to give them a tariff or a duty that 
makes up the difference between the wage standard of living, the 
effective wages, sometimes this foreign labor is not as effective, but 
when they get our machinery and management they almost are. 

But the effective wages, the taxes, the cost of doing business, the 
taxes, the emoluments that our workingmen get here, give us a tariff 
that makes that difference and if that doesn’t make it up then we will 
go for a special act if we have to have it. 

I want you to say for this record, are you for that or not? 

Mr. Barr. I think it is a theoretical yardstick that can never be put 
into practice. 

Senator Matonr. It was in practice and the reason they wanted to 
get rid of it is because they wanted to take part of the markets of that 


nation, just —— as you have been, as Dulles testified. He never 


dodged a thing. He just stood there and looked the questioner in the 
eye and told him the truth. 

Mr. Barr. My reaction, Senator, is in 1930 wasn’t that the Smoot- 
Hawley Act year? 

Senator Matong. Yes. We jumped tariffs, we stopped a good part 
of our export business as a result of it. 

Wasn’t the Smoot-Hawley bill the thing that caused the depression ? 

Mr. Barr. We went into a tailspin. 

Senator Martone. Didn’t you say that that caused the depression ? 

Mr. Barr. I did not say that. 

‘ ord Matone. You remember it was sold to the country on that 
asis 

Mr. Barr. I would have said it contributed to it. I think the seeds 
for the depression had been sown long before it. 

Senator Martone. You think it contributed to that? 

Mr. Barr. I think it contributed to the disorganization of Europe 
in the thirty’s. I think it contributed to World War II. 

Senator Martone. The administration let out the continued propa- 

anda that it caused the depression, and it wasn’t passed until the year 
Following the start of the depression. 

Another thing they had in that act assuming that some of the tariffs 
might have been too high or too low, they left the Tariff Commission 
with definite orders on principle, with a leeway of 50 percent up or 
down, to immediately proceed to adjust them to a proper basis on that 
fair and reasonable competitive basis. But not on a basis of sayin 
as you have now said, that if you can get it cheaper some place else, 1 
it is a labor item that you should get it. 
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That is what I understand you are testifying and if it is not I wish 
you would explain it. 

Mr. Barr. I think it is in the interest of world stability and there- 
fore world peace that our policy with respect to imported and exported 
goods is taken into account as a part of our whole a 

Senator Matone. You believe that just like Mr. Dulles says if the 
policy injured one industry, and the President believes that that is 
for the good of the entire country including the international political 
implications you think it is a good thing? 

Mr. Barr. I must insist so far as my statement is concerned, for 
the greater good of the country, our own country too. 

Senator Martone. You do believe in taking in these factors that 
are in the 1934 Trade Agreements Act. 

Mr. Bart. Yes, sir; I do. 

Senator Martone. All right, that is good enough for that. 

Someone has just passed me a March 16 Washington Daily News 
where a Berlin firm sold gun sights to the Reds. I won’t read it 
because it is such a common dispatch. There are five dispatches in 
the morning papers right along this line. 

Mr. Barr. ead that mean West Berlin, sir? 

Senator Martone. It states: “Financed by United States Dollars, 
Berlin Firm Sold Gunsights to Reds.” This is a West Berlin UP 
dispatch. This isso common. 

Mr. Barr. I think that is entirely indefensible if it is a fact. 

Senator Martone. That has been indefensible for ten long years. 

Mr. Barr. West Berlin is in a terribly difficult position. 

Senator Martone. You don’t need to explain that. I know that. 


They are selling these things that will help these people fight our 
boys and shoot them. I said on the Senate floor during the Korean 
war that the fathers of these kids that were pushing up the hills 6 
or 7 times, the taxpayers and fathers of those kids paid for 75 per- 
cent of the stuff that shot them dead and wounded them, and we were 
pra our opponents with the Marshall plan and now it is FOA 


or some other silly thing. 

It will be something else next year, but it will be paying for the 
bomb sights just the same and everything else they bat 

Mr. Barr. I don’t believe that, sir, and I don’t agree with that 
conclusion. 

Senator Martone. Of course you don’t believe that. Shall I read 
some more? 


A State Department spokesman identified the firm as the Askania Works, 
manufacturers of optical instruments and said it sold sights which directed 
artillery fire on American soldiers. 


Harold Quilitzsel, former general manager of Askania and two assistants 
were on trial before a West Berlin court today accused of selling $437,000 worth 
of instruments to the Peiping government during the war. 

Mr. Barr. It is a good thing somebody has the buggers on trial. 

Senator Matone, Yes. Somebody else is still selling it. They 
never stop it. They never have stopped it. We are paying for it. 

Mr. Barr. There are always a certain number of ten Senator, 
you know that better than I do. 

Senator Matonz. These were not crooks. These 96 trade agree- 
ments that I put in the record in 1949, right over there on the Senate 
floor and they are still a matter of record. They weren’t crooks; they 
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made these agreements and told us they were doing it. Still in the 
face of that we appropriated billions and billions of dollars that fi- 
nanced factories that made them, that is what we were doing. 

There is another question I wanted to ask you. You outlined your 
record in the War Production Board. There are some miners still 
that are a little perturbed about it—L-50—I think it was that closed 
the gold mines. You had a finger in that too, didn’t you ¢ 

Mr. Barr. Yes; I signed that order. 

Senator Martone. They will be glad to know that that is settled. 
As far as I am concerned, I think we are straightened out entirely 
on this thing. 

I think we understand you are for this act. I think we understand 
you are for it as it is written and as it is being administered, and I 
have no quarrel with you whatever. I think you are a very clever 
businessman, and I only wish I had paid a little more attention to the 
business ends of it myself. 

There was one more question I was going to ask you. You say you 
are no longer connected with the SKF Industries? 

Mr. Bart. I am still a director although rather inactive. 

Senator Martone. I will ask you another question because it all 
comes under the head of a record. Are you or any of your family 
connected with them ¢ 

Mr. Barr. No; I have no stock interest and none of my family are 
directly or indirectly concerned. 

Senator Marone. On a pension basis or a consulting basis? 

Mr. Barr. I have a pension. 

Senator Martone. From them? 

Mr. Barr. Yes, sir. I was with them 43 years. 

May I continue with my statement? 

Senator Matonr. Please do. 

Mr. Barr. This brings me to the second part of my statement to- 
day. I shall preface these remarks by recalling that from 1950 to 
1952 I served as Chief of the ECA Mission to Great Britain and Min- 
ister for Economic Affairs in our London Embassy. I was also United 
States representative to the NATO Defense Production Board and 
later, assisted Lord Ismay in setting up the Defense Production Divi- 
sion of NATO in Paris. Finally, I was for several months in 1953, 
Deputy for Economic and Financial Affairs in the Office of the Spe- 
cial United States representative to NATO and European regional 
organizations in Paris. During this period, in London and Paris, I 
had, of course, constant contact with government ministers and offi- 
cials and with European businessmen. As you know, my colleagues 
and I were engaged in carrying out the will of Congress in adminis- 
tering the Economic Cooperation Act and its successor acts. This 
legislation was very clear in its statement of United States policy 
objectives in Europe—that great efforts must be made to increase pro- 
ductivity, and that progress should be made toward the economic umi- 
fication of Enrope im order that a strong and stable base for the de- 
fense of the West could be built. It was widely assumed in Europe, 
and I think rightly so, that the United States in making its great gifts 
of resources, of money, of technical and managerial skills, was pre- 
pared itself to follow economic and trade policies which would support 
that: purpose, and enable Europe to maintain a high level of economic 
activity and strength once it was achieved. 
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The Europeans were pressed very hard by us to dismantle their 
network of quantitative restrictions and exchange controls as they 
applied among themselves, and very substantial results have been ob- 
tained. It was not an easy thing to do because in every nation pres- 
sure groups had grown up demanding protection and resisting liberal- 
ization of these restrictions. You would be amazed at the number of 
times we were told over there, by minister and high officials, that if 
the quota on such and such a product were lifted, the Government of 
the country concerned would fall. Yet steady progress has been made 
and restrictions have been eliminated to the point where today over 
80 percent of the private trade in Europe moves freely and the goal 
for the immediate future is 90 percent. 

At the same time great progress has been made in the elimination 
of discrimination against dollar goods. Today Belgium, the Nether- 
lands, and Luxembourg have freed 86 percent of their private im- 
orts from the dollar area of any restrictions; Denmark, 38 percent; 

taly, 24 percent ; Switzerland, 98 percent ; Sweden, 40 percent ; United 
Kingdom, 50 percent; and Germany, 70 percent. These figures, of 
course, refer only to quantitative restrictions and currency controls, 
not to tariffs. European tariffs have been reduced along with those 
of the United States in the post war tariff negotiations at Geneva, 
Annecy and Torquay, on a reciprocal basis. There is not any general 
tariff discrimination against the United States by European countries, 
or, in fact, by any of the GATT countries. The main exceptions to 
this generality are the preferential rates in force in the sterling area 
and the customs union of the Benelux. We, of course, have our own 
counterpart of these systems in our preferential rates with Cuba. 


To return to the question of quantitative restrictions and exchange 
controls which everyone agrees are the main obstacles we face in selling 
our goods abroad. I believe that in view of the progress I have just 
indicated we can be confident that these countries will continue their 
program of removing dollar restrictions as their gold and dollar 
position improves. The passage of this legislation by this Congress 
will, of course, ae to enable them to continue that improvement. 


Perhaps a word here on the subject of convertibility of currencies 
might be useful. Experts agree that most of the major currencies of 
the world are not far from convertibility now and that one of the 
major reasons why governments hesitate to take the plunge is because 
of the uncertainties surrounding future United States policy, particu- 
larly trade policy. Passage of this act would assist greatly in giving 
the governments concerned the necessary confidence, 

As I have said, there was a common assumption in Europe based 
on what seemed to all to be common sense, that the United States was 
prepared, after having poured its money and resources into Europe 
for the purpose of creating an area of economic strength in the part 
of the world, to follow economic and trade policies which would sup- 
port that purpose. I cannot deny, however, that there was an under- 
lying fear that when the first t effort was over, the United States 
would retreat to some form of economic isolationism which would 
far in the direction of nullifying the progress that had been achieved. 

This kind of fear can be demoralizing in its effect on the efforts of 
both individuals and governments. If the policy of the United States 
should be such that no one could be sure from 1 month to the next or 
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1 year to another what kind of barriers to trade might be erected, a 
great deal of what we have sought to accomplish in Europe would be 
lost and the Europeans of necessity would have to look for other 
means than close economic relations with the United States to maintain 
and increase their strength and prosperity. This would represent a 
loss on both sides—a loss in soldat among the nations of the free 
world and I think inevitably a loss of one of the means of increasing 
our productivity and our standards of living. 

I should like to repeat what I said before—that I am not advocatin 
free trade. I am advocating stability in tariff policy. I think i 
Europeans had their choice of two alternative policies for the United 
States to follow: (1) a policy of possible tariff reduction but subject 
to constant uncertainty of revision upward, and (2) a policy of tariff 
stability with little or no change upward or downward, the Europeans 
would choose the second. No businessman and no government can do 
effective forward planning without some confidence that commercial 
pee in the country where it wants to sell, are not likely to be 
changed. 

aie to me that H. R. 1 represents the kind of a policy we ought 
to have; one of careful, selective, moderate tariff reduction. The 
peril point provision I have never liked, but it is here, and the elaborate 
procedures for public hearings before tariffs are changed lead me to 
acquiesce to its retention. ‘The escape clause offers a means of correct- 
ing any errors that may be made and while it tends to defeat the 
objective of stability, I think the record of only 15 cases of injury rec- 
ommended to the President, and only 5 approved, out of many thou- 
sands of tariff reductions made since the reciprocal trade agreement 
program started, is an indication of pretty good stability in practice. 
I would not favor, however, any amendment to this proposed act which 
would increase the ease of raising tariffs. 

Adjustments are going on in our economy all the time. Those 
caused by import competition are among the leant important both in 
magnitude and effect. When one thinks of the vast technological 
changes and adjustments which have occurred only in the past 10 
years and looks ahead at the prospects for the next 10 years, he must 
realize that import competition cannot be anything but a minor factor 
in the kind of industrial change which has taken and will take place 
in America. 

But we must have export trade—-the more of it the better—and we 
cannot have the one without the other. The larger total foreign trade 
we have, the more secure we are and the more certain of the maximum 
development of our own domestic resources. 

Therefore, I believe it is vital to the welfare of the United States 
and of the free world, that Congress continue the trade agreements 
program by the enactment of H. R. 1 without restricting amendments. 

Senator Matons. Thank you. 

J.G. Lerch, American Producers is listed here. 

Mr. Lerch, are you available? 

Mr. Lerch, You may identify yourself for the record and proceed 
in your own way with your statement. 

lad to see you. 
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STATEMENT OF JOHN G. LERCH, LAMB & LERCH, NEW YORK CITY 


Mr. Lercu. My name is John G. Lerch of the firm of Lamb & 
Lerch, 25 Broadway, New York City. 

I am an attorney specializing in the practice of customs law and I 
represent here the individual members of the 10 following associa- 
tions: 

American Manufacturers of Thermostatic Containers. 

The Candle Manufacturers Association. 

Collapsible Tube Manufacturers Association. 

The Industrial Wire Cloth Institute. 

The National Building Granite Quarries Association. 

The Rubber Footwear Division of the Rubber Manufacturers Asso- 
ciation. 

The Toy Manufacturers of the U.S. A., Ine. 

The Twisted Jute Packing and Oakum Institute. 

United States Potters Association. 

The American Manufacturers of Toy Balloons. 

On behalf of the United States manufacturing concerns whom I 
represent here, and on my own behalf personally, I am opposed to 
enactment of H. R. 1. 

What I say here may be brushed aside and soon forgotten, but the 
foregoing manufacturers cannot lightly brush aside the very real 
problems with which they are confronted in their struggle to combat 
the unfair competition of low-labor-cost. imports from abroad. It 
is not alone the capital structure of their businesses which is being 
undermined; the welfare of a substantial proportion of their em- 
ployees is also at stake. 

For years in this country we have been administering parities on 
our agricultural and related products and have erected import restric- 
tions to protect them. 

There are some beneficiaries of this means of largess on the part of 
our Government that are before you now, seeking amendment to this 
bill to force the administration and the Congress to provide not only 
the largess extended them, but request further import quotas to protect 
them again foreign competition of goods imported at less than their 
American costs, even with the Government subsidy. 

We have no quarrel with their position—in fact, we are for it. 
What we question is why one attitude is displayed as to those engaged 
in agriculture and its related products, and another attitude toward 
those engaged in industry and labor. 

Let us look back a little on our histery as a Nation, and that which 
has made possible the Marshall plan, NA'TO, and many other plans 
we have pursued in the last 20 years. They are all based on one 
premise. “We must maintain our production.’ 

Production maintained under parities, subsidies and quotas, must 
be underwritten somehow. 

The United States has become the most prosperous Nation in the 
world through the realization, I believe, that the worker is the best 
customer of the farm and factory and up to 1934 he has been nutured 
and protected until he has now from 4 to 10 times the buying power 
of the foreign worker in a comparable job. 
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By the operation of the trade-agreement policy are we attempting 
to transfer the buying power of the American worker to his foreign 
competitor and thus raise his standard of living ¢ 

If this is the purpose, and I have heard it alleged, I seriously doubt 
its efficacy. The benefits received from increased profits from trade 
with the United States by virtue of our tariff reductions is often taken 
by cartels and state-controlled industries and very little has filtered 
through to the worker. Twenty years of the operation of this pro- 
eram and our other gratuities has not been appreciably reflected in 
the wage rates and living standards of our foreign competitors. 

Since 1934, has there been any like concern displayed on the part 
of any administration toward industry and labor / 

After all, labor has to buy the products of the farm, our mines, 
wells, ete., and, wherein will it derive the means, except through 
industry ¢ 

Constantly, since 1934, our Government has been whittling down 
tariff rates under the Trade Agreements Act (1934) ; rates which in 
1930 were approximately 50 percent, to a present 121% percent. 

My question is if we have so amply provided for our food and 
comfort supply; why have we endangered our industrial and labor 
supply ? 

To put it mildly, without attempting to analyze the purpose, our 
present system is irreconcilable—protection, subsidy, parities, etc., for 
agriculture—reduction in protection for labor and industry from 50 
to 121% percent since 1934—and yet we are now in the process of nego- 
tiating a treaty with Japan to further reduce tariff rates on her prod- 
ucts—and not necessarily her products, but those of other nations that 
may trade with her on manufactured articles. 

These rates are extended to all nations of the world. Any rate in 
any trade agreement is in fact. a statutory reduction of a tariff rate. 

By way of illustration. may I point out that in 19438, in a treaty with 
Iceland, the rate of duty on tunafish packed in tins was reduced. 

From my investigation, there had never in the history of Iceland 
been tuna packed in tins. Tuna are not native to Iceland and 
Icelandic vessels do not reach tuna areas. But since the rate was 
reduced, Japan packed tuna in a manner that subscribed to the 
Icelandic treaty and has now taken over a substantial market in the 
United States. So far there has been no answer to this problem, but 
we plow on. 

In 1951, Congress realized that things were all one way and rein- 
stated section 516 (b), which enables an American manufacturer to 
contest the classification or appraisement of imported merchandise. 

But by any principle, foreign-made merchandise should not be 
allowed to enter this market at less than it cost us to produce it. Yet 
foreign manufactures are being imported into this market, and offered 
at a profit to the importer, at less than the cost of the materials that 
entered into the production of the American made article. 

This, because of the reduction of duties since 1934 under the Trade 
Agreements Act. 

On behalf of those I represent, I ask that this bill be defeated. 

Tf it is defeated, all rates that have been reduced will remain the 
same indefinitely, since every trade agreement that has been negotiated 

59884—55—pt. 312 
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since 1934 is self-executory, and cannot be terminated without notice 
by either party. 

But I cannot leave this stand without calling to your attention that 
all of the reductions in trade agreements have been unconstitutional. 

I have a suit in formation whereby I hope to try the issue of 
whether or not any reductions from the rates of the Tariff Act of 1930 
were legally made. This is a constitutional question, which I have 
advanced from the inception of this bill—its unconstitutionality. 

In 1934, I appeared here to advise against the enactment of this bill 
and I have appeared both in the House and Senate, when permitted, 
on each extension of the bill, but so far as I can perceive, no one has 
ever given a thought to its constitutionality. 

So far as I can recall from memory or can find in the record, no 
Finance Committee of the Senate has ever taken cognizance of the pos- 
sible unconstitutionality of the Trade Agreements Act of 1934, nor 
any of its extensions since 1934. May I respectfully suggest that con- 
sideration of the basic vault dations of H. R. 1 should be made a 
paramount issue by your august body in your deliberations on this cur- 
rently proposed further extension of the Trade Agreements Act of 
1934? 

I have since 1934 expounded my views on the constitutionality of this 
act, constantly referring to the opinion of the Honorable James M. 
Beck, former Solicitor teh of the United States, delivered on the 
floor of the House when he was then a Member of the House and this 
bill was under debate there. 

A copy of this speech was printed, by permission of the Ways and 
Means Committee, as part of my testimony before that committee on 
May 1, 1953, but was formerly reprinted in pamphlet form on March 
19, 1951, by Senator Edward Martin, of Pennsylvania. 

I am informed that there has been recently filed in the District 
Court for the District of Columbia a suit to test the constitutionality of 
the Trade Agreements Act. 

I have referred to my suit which will be brought in the United 
States Customs Court. One of these will undoubtedly reach the 
Supreme Court of the United States. 

As evidence that the sponsors of the initial Trade Agreements Act of 
1934 had doubts of its constitutionality, they took care at the very 
outset to suspend the operation of section 516 (b) (of the Tariff Act of 
1930), on any article the assessable duty on which might be reduced 
under the provisions of the Trade Agreements Act of 1934. 

Section 516 (b) gave American producers of competitive merchan- 
dise (competitive with like or similar articles produced abroad) the 
right to litigate in our United States courts the proper classification 
of such imported merchandise. 

It was not until the Trade Agreements Act of 1951, that the Con- 
gress wisely saw fit to restore the provisions of section 516 (b). 

The operation of another vital section of the Tariff Act of 1930, 
section 336, which had to do with comparative costs, was also specifi- 
cally suspended by the sponsors of the Trade Agreements Act of 
1934. 

This section is vital to the proper ascertainment of the rate of duty 
of any imported merchandise. 

Prior to 1934 it had been in force since 1922 and had successfully 
stood up under repeated litigation; see Hampton & Co. v. United 
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States (276 U. S. 394), wherein it was held that section 336 of the 
Tariff Act of 1930 was constitutional because it erected a limitation to 
the powers which the Congress had delegated to the Tariff Commission 
and the President in connection with the determination of proper rates 
for imported merchandise. 

No such yardstick or limitation has ever been erected in any Trade 
Agreements Act, or the negotiations thereunder. 

In the President’s message on the state of the Union, he intimated 
that our expansion of foreign trade was to be accomplished without 
injury to our domestic industry. Certainly, if foreign merchandise 
can be imported and sold in United States markets at less than the 
cost of producing a like or similar American made competitive prod- 
uct, American industry will suffer injury. 

It was against that kind of foreign competition section 336 oper- 
ated. 

If the administration truly intends to administer the proposed 
Trade Agreements Act of 1955, in a manner which will not endanger 
American industry, a very simple means of accomplishing that would 
be to reinstate the operation of section 336 of the Tariff Act of 1930, 
as a provision of H. R. 1. I believe that should be done if the bill is 
enacted. 

This bill, if adopted, is just the bellwether of what is to come. In it, 
in addition to the present executive powers to reduce rates, you will 
provide for an arbitrary reduction of existing tariff rates (now aver- 
aging 1214 percent), by 3 yearly reductions of 5. percent, and a reduc- 
tion of all rates over 50 percent to that level. 

Add to that the 14 percent reduction in income tax on income made 


abroad, proposed by the President in his message on the state of the 
Union, and the recent press report of United States Foreign Aid Chief 
Stassen to the effect that we would enter a program based on free 
enterprise for Asia aimed at industrialization, better food, clothing 
and housing, in which Japan’s industry would be given a major role, 
and you have a truer pire of what is expected of the proceeds of 


American industry and labor. 

Add to this the program of the Randall Commission, apparently 
adopted by the administration, that the labor and investment that is 
displaced is to be subsidized, and you have an additional burden on 
remaining industry and labor, since that will be the only source of 
revenue. 

And yet we have the assurance of the administration that this will 
be carried out without disrupting our.economy.. How? You have 
not been informed. 

Some of the domestic enterprises which I represent here have spent 
millions of dollars on research and development of modern and effi- 
cient equipment of their plants, yet the proponents of H. R. 1 would 
have us believe that American industry is still operating in the horse- 
and-buggy era; that if American industries cannot increase their pro- 
ductivity to a point where they can compete with cheap foreign labor, 
they should shift into other fields of endeavor. 

the administration mean that if an American industry cannot 
operate with an arbitrary 50-percent tariff, it should junk its equip- 
ment, ang Fone of know-how and start over in some other field? What 
field ? e chosen fields of some of those foremost American indus- 
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tries which are frequently spoken of as prospering in international 
markets ? 

It is true that some of our foremost American industries do thrive 
in international markets, but that may not altogether be so much 
because of efficiency in operation, is due to the fact that some of those 
foremost industries own international patents which afford them pro- 
tection from competition the world around. 

That, it would appear might apply to the automotive, typewriter, 
and business-machine industries. ‘Those industries need no tariff pro- 
tection; our Government gives them a monopoly through their patents 
und by that means protects them against foreign competition. 

At that, there is a 10 percent ad valorem duty on automobiles which 
has never been cut or disturbed in any way in any trade agreement. 

Why is that 10 percent inviolate when an industry which the Tariff 
Commission had determined cannot survive on a rate of less than 75 
percent, or perhaps more, and must be subject to an arbitrary cut to 
50 percent ? 

The Trade Agreements Extension Act of 1954, approved July 1, 
1954, section 2, reads: 

Sec. 2. No action shall be taken pursuant to such section 350 to decrease the 
duty on any article if the President finds that such reduction would threaten 
domestic production needed for- projected national-defense requirements. 

It will be seen:that this provision leaves with the President the 
obligation to find that a reduction would threaten domestic produc- 
tion and national-defense requirements. This has been construed to 
mean that only the President may make such a finding. 

This would seem to be one of the facts inherent to a finding by the 
Tariff Commission under the escape-clause provision of existing law, 
which would place the jurisdiction within the Tariff Commission, to 
make a factual finding in this respect and to receive evidence leading 
to such a finding. 

As this provision is now, it permits of an arbitrary finding without 
an opportunity on the part of domestic industries to offer testimony 
as to defense necessities. 

Certainly, the Congress does not intend to abolish an industry 
necessary to national defense. To insure this, it should include in 
H. R. 1 a provision requiring the United States Tariff Commission 
to make a finding in its recommendation to the President upon this 
fact. 

I suggest the following: 

Insert in section 4 of H. R. 1 subsections to read as follows: 

Subsection (b), section 7 of the Trade Agreements Extension Act of 1951, as 
amended (19 U. 8. C., see. 13864) is hereby amended by changing the period at 
the end thereof to a comma and adding the words “and the relation of the indus- 
try to national defense and national security.” 

May I insert there that section to which I have suggested the amend- 
ment is the section which defines the jurisdiction of the Tariff Com- 
mission to conduct these hearings. 

Senator Martone. Mr. Lerch, I think you made a very important 
contribution here. I am very much interested in your contemplated 
suit on the constitutionality of the act since there has already been 
filed a suit against the Secretary of Treasury for collecting uncon- 
stitutional duties—— 
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Mr. Lercu. I selected another forum, Senator. Some years back 
I tried to get into the district court in the southern district of New 
York on a customs question and they left me standing out in the 
middle of Foley Square, stating that was a customs matter over 
which only the Customs Court has jurisdiction, and that they. were 
so constituted to take away from the district court that jurisdiction 
and that is where I should go. 

Therefore I brought this suit under section 516 (b), which is a longer 
process, surrounded with more redtape but I expect next month to be 
in court. 

Senator Martone. Have you discussed the matter with any of the 
attorneys connected with this suit ? 

Mr. Lercu. No, I have not. 

Senator Matons. I wish you success. There is little question but 
what it is unconstitutional. If it could be tried at least it would 
seem to the layman it would certainly be unwise if it is not un- 
constitutional. 

Mr. Lerch, you have heard testimony from some people who are 
for the extension of the act on the theory of the greatest good to the 
Nation. 

You do understand that the principle of protection was changed in 
1934 from a principle on fair and reasonable competition to a prin- 
ciple allowing the Executive to take into consideration international 
political factors and domestic factors, not contemplated by any Con- 
gress before that time. 

Mr. Lercu. It is that and other reasons that I have brought this 
suit on the constitutionality. 

Senator Matons. Do you agree with Secretary Dulles that when 
he says that he did not think you could have imports without some 
damage and if your rule is that you will not have imports or tariff 
reductions or sustain them if there is any damage to anybody, then 
I think it becomes automatically euntinaatenbbts 

Mr. Lercn. I do not. My idea, Senator, of free trade is section 
336 of the tariff act. In other words why should we 

Senator Marong. I did not mean if you agree with him that it 
should be that way, but you do agree with Mr. Dulles that under the 
present act it waald be unworkable if you did not operate it to injure 
some industries and build up others. 

Mr. Lercu. I don’t say there is any necessity to injure an industry. 

Senator Martone. There is no necessity, in my opinion, either, but 
under the theory of the act you are going to allow imports to build 
up foreign industry, then if that does result in building up another 
industry in this country you are remaking the industrial map of 
the Nation; aren’t you? 

Mr. Lercu. No question about that. 

Senator Martone. Well, then I don’t think you understand my ques- 
tion. Apparently Mr. Dulles believes, and he says in effect, that if 
you do correctly administer this act it will result in damage to some 
of the industries, and he thinks it would be unworkable, automatically 
unworkable, if it wasn’t operated that way. 

Do you agree that if you do operate the act as it is now written, 
it will injure some industries? 

Mr. Lzrcu. As it is now being administered ; yes. 
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Senator Martone. Well, your idea would be that what you would 
have to do would be to go back on the principle of fair and reasonable 
com petition ¢ 

Mr. Lercu. Exactly. 

Senator Martone. And that is what is done in section 336. 

Mr. Lercu. That was my proposal that I just made. 

Senator Matone. In the 1930 act. Well, you think that is about 
the only way to go back toa principle laid down by Congress allowing 
it to be technically carried out by a fact-finding body, that you can 
encourage new investors in a business in this country? 

Mr. Lercu. If you are going to have a trade-agreement act, yes, 
but my thought is you can let this act expire, and you are no worse off, 
All that it would accomplish would be that you couldn’t enter into 
any further reductions. Those that have been made would still con- 
tinue until either party served notice that they be terminated and 
are just in status quo. 

Since 1934 we have never had a normal economic period in which 
to test out the effect of these reductions that have been made. Why 
not have a breathing spell and see what they will do? 

Senator Martone. Well, of course, this is the ninth year since I have 
been here. 

Mr. Lercu. I was a little ahead of you. 

Senator Martone. It seems to me that the only way you can put 
the confidence back in the investor, so that new people coming out of 
school and coming into the country can go into business here, invest 
their capital, taking 1 or 2 or 3 years to get ready to produce, that they 
have to have some principle laid down by Co that they know 
they are only competing with the American ucers, with the same 
taxes and ways of doing business. So that the duty is determined on 
foreign imports. 

Mr. Lercu. That was the theory in which 336 was enacted in 1922. 

Senator Martone. Don’t you think that is the theory by which we 
have built our standard of living higher than any other nation in the 
world? 

Mr. Lercu. I don’t think there is any question, and I so stated in 
my appearance. 

Senator Matong. What do you think will happen to our standard 
of living if we persist in our present course? 

Mr. Lercn. ft. will just have to come down to meet that of our com- 
petitors. That seems to be the only logical conclusion. 

Senator Matong. So you think that when exponents of the exten- 
sion of this act say that the customer is entitled to a lower-cost article, 
what they — mean is an article made by lower-cost labor? 

Mr. Lercu. That is why some of my own clients, American pro- 
ducers, have gone over there and availed themselves of cheaper labor 
abroad to make articles to bring in in competition with their own 
American factories. 

Senator Matong. What are some of those articles? 

Mr. Lerou. I would rather not state. 

Senator Matong. All right. But you heard Mr. Batt testify he 
didn’t know of any such—— 

Mr. Lercu. I know of them and I have helped make arrangements 
to ae that and arrange for the importation of the manufac- 
tured article. 
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Senator Matone. Well, don’t you think that our very policy which 
we have adopted in the 1934 act not only encourages but demands that 
sort of action on the part of our manufacturers here, if they are 
going to survive? : 

Mr. Lercu. Not only that, but the act proposed in the President’s 
message would put a premium on that, inasmuch as you get a 14-per- 
cent cut on your income tax on income made abroad, so you are not 
only getting the benefit of your cheaper labor, but a cut on your in- 
come made over there. 

Senator Matone. Then it would look—and I have quoted this on 
the Senate floor and in debates and in addresses elsewhere—like a 
conspiracy to destroy the American workingman and the small inves- 
tor in this Nation ? 

Mr. Lercu. Well, it would have that effect. 

Senator Martone. I think you have made a very fine contribution to 
this record, and I appreciate your appearance here, Mr. Lerch. 

Mr. Lercu. Tha ou. 

Senator Martone. Martin A. Fromer, counsel, Cheese Importers 
Association of America. Go ahead. 

Do you have a written statement ? 


STATEMENT OF MARTIN A. FROMER, COUNSEL, CHEESE 
IMPORTERS ASSOCIATION OF AMERICA, INC. 


Mr, Fromer. I have a written statement. I have submitted copies 
of it, and in order to save time, I won’t read that written statement, 
but a summary of it, if I am 

t. 


Senator Martone. All rig 

Mr. Fromer. My name is Martin A. Fromer. I represent the Cheese 
Importers Association of America. I would like to take this oppor- 
tunity of thanking the committee for an opportunity to appear and 
present our testimony. We have submitted a statement for the com- 
mittee and request that it be made part of this record, to follow my oral 
remarks, 

The Cheese Importers Association of America is a nationwide 
organization comprising in its membership importers of a major 
portion of the cheese imported into the United States. Its offices 
are located at 51 Chambers Street, New York City. 

This association supports the extension of the Reciprocal Trade 
Agreements Act. We approve and support the form in which the 
act was originally introduced in the Congress, and referred to the 
House of Representatives committee, which considered the bill. 

Senator Matonn. Do you have a list of your firms, members of 
your association ? 

Mr. Fromer. Yes, Senator. We have a yearbook we get out each 
year. You will find it in that book together with certain other 
information. 

Senator Matone. Why don’t you just submit the list to the reporter. 
If it is here, tear it out. It will appear at this point in the record as a 
part of your testimony. 

(The list above referred to is as follows :) 
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Members, CHEESE IMPORTERS ASSOCIATION OF AMERICA, INC. 


The Ambriola Co., Inc., 42 Hudson Street, New York 13, N. Y. 

American Export Lines, 39 Broadway, New York, N. Y. 

American President Lines, Ltd., 29 Broadway, New York, N. Y. 

Antognoli & Co., Joseph, 310 West Superior Street, Chicago, Ill. 

Antolini & Co., 100 Hudson Street, New York 13, N. Y. 

Argentine State Line, care Boyd Weir & Sewell, Inc., 21-24 State Street, New 
York 4, N. Y. 

Associated Cheese Distributors, 430 South Anderson Street, Los Angeles 33, Calif. 

Atalanta Trading Corp., 77-79 Hudson Street, New York 13, N. Y. 

Bell, Theodore H., 100 West 42d Street, New York, N. Y. 

Bel Paese Sales Co., Inc., 60 Hudson Street, New York 13, N. Y. 

Bertschmann & Maloy, 56 Beaver Street, New York, N. Y. 

Bertolli Trading Corp., 100 Hudson Street, New York 13, N. Y. 

Borden Cheese Co., 350 Madison Avenue, New York 17, N. Y. 

Bragelli, Nino G., 100 Hudson Street, New York 13, N. Y. 

Cerruti & Cominelli, 99 Hudson Street, New York 13, N. Y. 

Chesman, Charles, 6 Harrison Street, New York 13, N. Y. 

Chicago Macaroni Co., 45-17 Pearson Street, Long Island City 1, N. Y. 

Columbia Cheese Co., 302 Greenwich Street, New York 13, N. Y. 

Daitech & Co., L., 3339 Park Avenue, Bronx 56, N. Y. 

TY Angiola, Inc., Domenico, 100 Hudson Street, New York 13, N. Y. 

Denmark Cheese Association, 17 Battery Place, New York 4, N. Y. 

Della Cella Co., 100 Hudson Street, New York 13, N. Y. 

Ditta Ciro Piro, via Genova 99, Naples, Italy. 

Ditta Ferdinando Auricchio, Auricchio-Piacenza, Italy. 

Ditta Michele Di Trani, Macomer, Sardegna, Italy. 

Dorman & Co., Inc., N., 73 Hudson Street, New York 13, N. Y. 

Iimmenthal Cheese Corp., 6 Harrison Street, New York 13, N. Y. 

Esposito, Cyrus L., 105 Hudson Street, New York 13, N. Y. 

Fantis, A., 440 Pearl Street, New York 7, N. Y. 

Filippone & Co., B., 18 Passaic Street, Garfield, N. J. 

Fitelson Laboratories, Inc., 254 West 31st Street, New York, N. Y. 

Fontana Hollywood Corp., 468 Greenwich Street, New York 13, N. Y. 

Forum Import Corp., 100 Hudson Street, New York 13, N. Y. 

I’rench Line, 17 State Street, New York 4, N. Y. 

Fratelli Fulvi, Viterbo, Italy. 

Galvanoni & Nevy Bros., Inc., 133 Watts Street, New York 13, N. Y. 

Gennaro Auricchio, S. P. A., San Giuseppe Vesuviano, Italy. 

Gerber & Co., Inc., 6 Harrison Street, New York 13, N. Y. 

Giurlani & Bro., A., 537 Front Street, San Francisco 26, Calif. 

Haram & Co., Inc., 8. A., 39 North Moore Street, New York 13, N. Y. 

Hochstrasser, Walter, 64 Barrow Street, New York, N. Y. 

Hoffman Co., Inc., J. S., 179-183 Franklin Street, New York 13, N. Y. 

Holland America Line, 29 Broadway, New York 6, N. Y. 

Holland Cheese Exporters Association, 115 Broadway, New York 4, N. Y. 

Itudson Shipping Co., Inc., 8 Bridge Street, New York 4, N. Y. 

Icco Cheese Co., Inc., 25 Bergen Street, Brooklyn 2, N. Y. 

Intra-Mar Shipping Corp., 42 Stone Street, New York 4, N. Y. 

Kavli, O., Bergen, Norway. 

Kirchhoff & Co., August C., 1246 West Randolph Street, Chicago, Ill. 

Knudsen & Co., 8. Holst, 105 Hudson Street, New York 13, N. Y. 

Laraja & Sons, S. A., 100 Hudson Street, New York 13, N. Y. 

Lekas & Drivas, Inc., 19 Roosevelt Street, New York 2, N. Y. 

Lekas Corp., N., 394 Greenwich Street, New York 13, N. Y. 

Lillian Dairy Products Co., 81-76 Cooper Avenne, Brooklyn 27, N. Y. 

Lily Lake Cheese Co., Inc., 347 Greenwich Street, New York 13, N. Y. 

Locatelli, Inc., 24 Varick Street, New York 13, N. Y. 

Locatelli, Mattia, Lecco, Italy 

Maisano Co., Pepe, 41-55 Minor Street, New Haven, Conn. 

Makris Bros., Inc., 458 Pearl Street, New York 7, N. Y. 

Merchants Trading Co., Inc., 99 Hudson Street, New York 13, N. Y¥. 

Monterey Cheese Co., 244 Jackson Street, San Francisco, Calif. 

Moore-MacCormack Lines, Inc., 5 Broadway, New York 4, N. Y. 

Musco & Co., 332 East 11th Street, New York, N. Y. 

Natural Nydegger Transport Corp., 11 Broadway, New York 4, N. Y. 
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Norwegian Dairy Sales Association, Oslo, Norway 

Oceano Shipping Co., 44 Whitehall Street, New York 4, N. Y. 

Olive Oil Industry, Inc., 260 West Broadway, New York, N. Y. 

Ossola Co., Inc., J., 155 Hudson Street, New York 13, N. Y. 

Packing Products Co., Inc., 82 Wall Street, New York 5, N. Y. 

Pastene & Co., Inc., 131 Hudson Street, New York 13, N. Y. 

Popper Gray & Co., Inc., 411 West 17th Street, New York 11, N. Y. 
Porazzi Co., M. A., 80 Wall Street, New York 5, N. Y. 

Profumo & Co., L., 204 Franklin Street, New York 13, N. Y. 

Ritter & Sussman, 145 Emmet Street, Newark 5, N. J. 

Robin Packing Co., 339 Greenwich Street, New York 13, N. Y. 

Rodriguez Shipping, Inc., 500 Fifth Avenue, New York, N. Y. 

Rosenblum Co., The, 105 Hudson Street, New York 13, N. Y. 

Roth & Co., Inc., Otto, 179 Duane Street, New York 13, N. Y. 

Rothschild & Co., M., 80 Broad Street, New York 4, N. Y. 

Russo & Co., A., 466 West Chicago Avenue, Chicago, Ill. 

Ryser Co., Frank, 320 North La Salle Street, Chicago 10, Ill. 

Sartori, Inc., S. M., 145 Hudson Street, New York 13, N. Y. 

Schroeder Bros., Inc., 10 Beach Street, New York 13, N. Y. 

Schroeder Bros. of California, 510 Battery Street, San Francisco 11, Calif. 
Sclafani, D. & A., 181 Mott Street, New York 13, N. Y. 

Sclafani, Gus, 482 Glenbrook Read, Stamford, Conn. 

Sehuman, Inc., Arthur, 401 Broadway, New York 13, N. Y. 

Societe Auxiliare Americaine, Inc., 8 West 40th Street, New York, N -Y. 
Societa’ Romana per il Formaggio Pecorino, Roma, Italy 

S. Stern, Henry & Co., 44 Whitehall Street, New York 4, N. Y. 

Sunette Foods, Inc., 20 Harrison Street, New York 13, N. Y. 

Switzerland Cheese Association, Inc., 105 Hudson Street, New York 13, N. Y. 
Tupman-Thurlow Co., Inc., 155 East 44th Street, New York 17, N. Y. 
Uddo & Taormina Co., 107 Humboldt Street, Brooklyn 6, N. Y. 

Uges, Dirk, 167 Reade Street, New York 13, N. Y. 

Unione Cesearia Italiana, Milano, Italy 

United States Lines, 1 Broadway, New York 4, N. Y. 

Vandegrift Forwarding Co., Inc., 33 Broadway, New York 6, N. Y. 

Veego Foods, Inc., R. D. 2, Box 198, Plainfield, N. J. 

Westergaard & Co., B., 363 36th Street, Brooklyn 32, N. Y. 

Zuercher & Co., C. E., 313 North Carpenter Street, Chicago 7, Il. 

Senator Matone. I will turn it back to you, Senator Long. 

Mr. Fromer. As originally proposed, the President would be auth- 
orized under the act to enter into such agreements for the purpose 
of expanding foreign markets for the products of the United States 
by regulating the admission of foreign goods into the United States 
in accordance with the characteristics and needs of various branches 
of American production, and in doing so, remove import restrictions 
established under existing legislation whenever he finds that such 
restrictions are burdening and restricting the foreign trade of the 
United States. 

The domestic dairy industry has contended that this authority 
granted to the President would permit him to override the provisions 
of section 22 of the Agricultural Adjustment Act. For all of the rea- 
sons set forth in our statement, which we submit herewith, we feel 
that the power granted to the President would strengthen our econ- 
omy and it would be beneficial to the welfare and security of this 
Nation. 

One-fourth to one-third of some of our major agricultural products 
must find markets abroad. We cannot live an isolated existence and 
maintain our present level of production and standard of living. 

There are conditions under which import restrictions adopted under 
the provisions of section 22 of the Agricultural Adjustment Act; in 
order to protect a support program, have unduly burdened our foreign 
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trade and even our foreign agricultural trade, and should be elimi- 
nated, 

Such is the condition with regard to restrictions against imports of 
foreign types of cheese. We are not referring to imports of Cheddar 
cheese, which would not be considered a foreign type of cheese. Spe- 
cifically we are referring to Italian types, such as Reggiano, Parme- 
sano, Provoloni, and Romano cheese; Edam and Gouda cheese, which 
are principally imported from Holland, and Blue-mold cheese, which 
is imported principally from Denmark. 

These cheeses are distinctly foreign in their origin and the domestic 
production of these cheeses was originated and stimulated by foreign 
imports. 

Aside from Cheddar cheeses, these are the only cheeses at the pres- 
ent time which are under import restrictions. The total imports of 
the restricted varieties in 1954 amounted to 15,157,000 pounds, or only 
about 1 percent of the United States production. This then is the 
minute quantity to which the import restrictions apply. 

The total quota for these varieties amounts to 17,967,200 pounds, so 
that the actual imports were almost 3 million pounds short of the 
announced quota. 

At this time I would like to place in the record the amounts of 
annual quotas for these varieties of cheese established by the Presi- 
dent. For Italian types of cheese of the type specified, 9,200,100 
pounds. Blue-mold cheese, 4,167,000 pounds. Edam and Gouda 
cheese, 4,600,000 pounds. These quotas have been apportioned be- 
tween various countries of origin in varying amounts, and I would 
like to place in the record at this time the quotas according to type, 
variety and country of origin for the past quota year, if I may. 

(The document above referred to is as follows:) 


Actual quotas listed by country of origin which were issued for the quota year 
ending June 30, 1954+ 


Cheese 
Country of origin 


Edam and 
Cheddar | Blue mold | “Gouda 


9, 190 310, 235 


1 As of Mar. 31, 1054. 


Senator Lone. Doesn’t it pretty well boil down to the fact that 
in regard to certain types of cheese the public is going to buy them 
regardless of the price? There are certain imported cheese for 
which we have no competitors in this country, and the country is 
going to buy these cheeses no matter what the price is. 
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Mr. Fromer. That is true, Senator, and the fact is these cheeses 
are substantially higher in price than the domestic cheese. And in 
spite of that higher price, there is that demand from consumers for 
the type of cheese in question. 

Now, it is our contention that if restrictions were removed 

Senator Matonr. By the way, Mr. Fromer, while we are on that 
subject, what is the price of cheese; what is the range of the price 
us compared with domestic cheese ? 

Mr. Fromer. I have with me the New York Journal of Commerce, 
of yesterday, Tuesday, March 15 

Senator Matone. Just give us a general idea. 

Mr. Fromer. Where they quote these specific cheeses. Domestic 
Provoloni cheese, fresh, 44 to 46 cents a pound, aged, 50 to 53 cents 
a pound. The same variety from Italy, 85 cents to 90 cents a pound, 
as you can see, very substantially higher in price. 

The other variety, domestic Romano cheese, 66 to 68 cents a pound. 
From Italy there are two different types of Romano cheese. One is 
80 to 85 cents a pound, the other $1 to $1.05 a pound, but I might 
say those cheeses are made from sheep’s milk as compared to our 
cheese made from cow’s milk. 

Senator MaLone. What is that price for sheep’s milk cheese? 

Mr. Fromer. Eighty to eighty-five cents and $1 to $1.05 a pound. 
We import that type of cheese, however, from cow’s milk from Argen- 
tina, and the price quoted here is 69 to 72 cents a pound, although 
I am advised that it 1s hard to secure any cheese at that price of that 
variety. 


Then the next ae under control is blue-mold cheese, and this 
] 


paper quotes domestic 
Danish blue cheese—— 

Senator Matonr. Well, that gives us a pretty good range. 

Mr. Fromer.. At 55 to 60 cents a pound. 

Senator Ma.tone. What is the price of the domestic cheese ordi- 
narily competitive with it, if there are any cheeses, domestic cheeses, 
competitive with it? What are the prices of the domestic cheeses? 

r. Fromer. I have just given you the price of the domestic and 
the price of the imported cheese. 

Senator Martone. I thought you were still on the foreign cheese. 

Mr. Fromer. No, in each instance I have given ya the type of 
cheese, the domestic cheese price and the imported cheese price. 

Senator Matone. Well, then you were talking about the an here, 
44 cents as against 50 cents imported cheese ? 

Mr. Fromer. No. 

Senator Martone. And domestic cheese was 44 cents and the im- 
ported cheese 50 cents, your first figure ? 

Mr. Fromer. No. The first figures were the range of price for the 
domestic Provoloni from 44 to 46 cents. In other wards the same 
cheese to one store may be 44 cents or to another 46 cents per pound of 
domestic Provoloni, and at the same level of trade for imported Prov- 
oloni the price was in the range of from 85 to 90 cents a pound. In 
other words, you would have to compare 44 cents to 85 cents as the 
bottom of the range, and 46——— 

Senator Matong. This is the same type of cheese ? 


ue cheese, 51 cents to 54 cents a pound, and 
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Mr. Fromer. The same type of cheese, only in the one case it is 
made in Wisconsin or some other Midwestern State, and in the other 
-ase it is made in Italy. 

Senator Matone.: Well, now what is it that you are complaining 
about in this regard? Is it that this cheese, foreign cheese, is pro- 
hibited to come in? 

Mr. Fromer. No; that it is restricted. Its imports are restricted. 

Senator Martone. To a certain amount ? 

Mr. Fromer. Toa certain amount, that’s right, and we are also com- 
plaining that those restrictions are divided up and administered in 
such a way as to seriously interfere with our business, and also burden 
international trade, and that if the language of the Trade Agreements 
Extension Act were in the form in which it was introduced originally 
in the Congress, it would empower the President under these specific 
facts, if he found that it was for the benefit of American trade and 
that these restrictions were a burden on international trade, it would 
permit him to alleviate and possibly remove these restrictions. 

Senator Lona. Hasn’t that been changed to take that out now, or is 
it still in the bill the way it was passed on the House side? 

Mr. Fromer. No, that has been taken out of the bill in the form in 
which it passed the House, and the form before the Senate is with that 
provision out. 

In other words, in the original bill in section 3, section 350 of the 
Tariff Act of 1930 was proposed to be amended by providing that 
“except as authorized by subparagraph (B) of this paragraph, no 
such provision shall be given effect in the United States in a manner 
inconsistent with existing legislation of the United States.” 

Now, section (B) provides that the President shall have the power— 
To proclaim such modifications of existing duties and other import restrictions, 
or such additional import restrictions, or such continuance, and for such mini- 
mum periods, of existing customs or excise treatment of any article covered 
by foreign trade agreements, as are required or appropriate to carry out any 
foreign trade agreement that the President has entered into hereunder. 

Now, the domestic dairy people who appeared before the House 
Ways and Means Committee and before this committee contended 
that this proviso in this section would permit the President: to override 
the provisions of section 22 of the Agricultural Adjustment Act. 

It is our contention that this provision in the original bill would not 
be inconsistent with section 22 of the Agricultural Adjustment Act, 
but would give the President the power, where the conditions are met, 
as provided in this section 350, of expanding foreign markets for the 
products of the United States, and where the President tinds as a fact 
that existing import restrictions are on duty burdening and restrict- 
ing the foreign trade of the United States, then in such circum- 
stance he may make a trade agreement to foster American foreign 
trade. 

Senator Matonr. Let me ask you another question there. I am still 
a little confused because it must be an unusual industry. Certainly 
milk in Italy is not expensive. The wages are low. What causes the 
great discrepancy in price? What makes the Italian cheese so much 
higher priced if the Italian-made cheese and the American are of the 
same character ? 

Mr. Fromer. Well, for one thing I think that our production means 
are more efficient than theirs. There is a great deal more of hand 
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labor, perhaps smaller quantities being handled. Also the fact that 
cheese commands, foreign cheese commands, a higher price, and has 
for a long time, and has a certain demand at which it can command the 
higher price. All these factors go into bringing the cheese—— 

Senator Maxone. It isn’t a question of whether they will command 
a higher price. Do they need a higher price to make a profit? 

Mr. Fromer. Frankly, Senator, I haven’t examined their economy 
to determine whether they do or they don’t. 

Senator Matonr. Does it have anything to do with the inspection 
under the Pure Food and Drug Act ? 

Mr. Fromer. I don’t think it has anything to do with the inspec- 
tion, because I have been in milk plants and factories in various coun- 
tries in Europe, and I daresay I have found them in excellent condi- 
tion, spick and span, and I have been in plants in Denmark and in 
Holland and in Italy, and I think they measure up to the cleanliness 
in our own plants. 

Senator Martone. Do we have any such inspection when it comes in 
here that makes it more expensive ¢ 

Mr. Fromer. We have inspection; yes. We have such inspection. 
The Pure Food and Drug Act applies exactly the same to imported 
products as it does to domestic products. And I might say there 
seems to be some misconception in that regard. The same standards 
are applied. As a matter of fact, I would say that more imported 
cheese is examined than domestic cheese. That is to say, we make 
1,350 million pounds of cheese in this country. Only a very small 
portion of that can possibly be examined by the limited personnel of 
Food and Drug. Yet every pound of cheese that passes through our 
ports is subject to inspection by the Food and Drug Administration. 
I don’t say that they inspect every pound, but it must pass through 
the hands of the Food and Drug pdeduiemntion: The same isn’t 
true with regard to domestic cheese. 

Senator Matong. I am looking for the gimmick. There must be 
one some place. 

Mr. Fromer. There is no gimmick, Senator. 

Senator Martone. Well, let’s explore it a little bit. 

Mr. Fromer. May I say this: That more cheese came from abroad 
before the war than is imported at the present time, in spite of the 
fact that within the last 15 years we have had a tremendous growth in 
cheese production and cheese consumption, and when it did come here 
before the war it was priced higher than the domestic cheese, so there 
must,have been a gimmick at that time, too. 

Senator Martone. What you are complaining about then is the quota 
that you are allowed to bring in? 

Mr. Fromer. We are contending that there is no need and no reason 
= import restrictions against the imports of these foreign types of 
cheese. 

Senator Maton. What sort of import restrictions? What are you 
complaining about? 
aon Fromer. We are complaining about the import restrictions, 
Senator. 

Senator Martone. The tariff or the quota system ? 

Mr. Fromer. The quota. 

Senator Martone. Well, now maybe we are getting closer to it. 
What is the quota system? Just explain exactly how it operates. 
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Mr. Fromer. The President, by’a proclamation under section 22 of 
the Agricultural Adjustment Act, has the power to fix a quota on 
products that are under a support program. In the case of cheese he 
has fixed the quota for the varieties I have indicated to you in the 
amounts that I have indicated to you. 

Senator Martone. What are the amounts, generally speaking? 

Mr. Fromer. Well, the total quota of all of the foreign types under 
quota are approximately 18 million pounds. 

Senator Martone. Eighteen million pounds that you are allowed to 
bring into this country under the quota system of all types of cheese / 

Mr. Fromer. No, of the types that are under control, not all types 
are under control. Annexed to my statement, Senator, is a tabulation 
of all cheese imported into the United States. 

Senator Martone. What page? 

Mr. Fromer. Well, it is the table right at the end. Now, if we 
refer to that, Senator, perhaps we can understand a little better. As 
you will note, the last column down on the right-hand side, the total 
imports— 

Senator Martone. This is not manufactured—oh, you have another 
table, the last table. 

Mr. Fromer. That’s right. The total imports for 1954 were just 
short of 50 million pounds. Incidentally, you. will notice that the 
earliest year on this table was 1931, and imports that year were 60 
million pounds. 

Senator Martone. 56 million it says for 1953. 

Mr. Fromer. Yes. I said the earliest year, 1931. If we go back, 
we have the total of 60 million pounds. 

Senator Matong. Now it is 50 million pounds, 10 million less. 

Mr. Fromer. That’s right. 

Senator Matone. Was there any quota system in 1931? 

Mr. Fromer. No; there was none until 1951. 

Senator Matone. Still there was a spread in the price? 

Mr. Fromer. That’s right. 

Senator Martone. Similar to the spread now ? 

Mr. Fromer. Well, in 1931 we didn’t make, I don’t believe, any blue 
cheese. I know we didn’t make any blue cheese. 

Senator Matong. In America? 

Mr. Fromer. In America. We made little, if any, Italian types. I 
don’t think we had any production of these varieties in 1931, to speak 
of. If you will just turn to the other table—— 

Senator Martone. Which one? 

Mr. Fromer. That is amounts manufactured in the United States. 
You will find in 1931 we didn’t produce any blue-mold cheese, and 
the Italian cheese we produced—— 

Senator Marone. t is the name of it? 

Mr. Fromer. Blue-mold. There was none. And in 1931 we pro- 
duced 

Senator Martone. Now we are producing blue-mold cheese? 

Mr. Fromer. Yes, if you will see further down on that list, we are 
producing 10 million pounds per year. 

Senator Matone. Ten million pounds? 

Mr. Fromer. That’s right. bass 

Senator Matone. That is just about what was cut off your 60 million 
pounds; wasn’t it? 
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Mr. Fromer. Well, 60 million down to 50 takes in all varieties of 
cheese. We are not contending that the difference was all Italian 
cheese. 

Now, you will notice that the Italian cheese production in 1931 was 
314 millon pounds. At that time we were importing the Italian varie- ° 
ties and at least two-thirds of the 60 million pounds was Italian. So 
we must have been importing about 40 million against domestic pro- 
duction of 314 million. 

Right now we are producing about 66 million pounds of Italian 
type cheese as against that. Now we have a chart annexed to the 
statement and you can see it very vividly, that in 1931 the total do- 
mestic production was 492 million pounds, the imports were about 
62 milhon, and the production was shot up to 1,353 million, whereas 
the imports have, if anything, gone down. We say that this picture 
here indicates no necessity for import restrictions. 

Senator Martone. Imports are down 10 million pounds? 

Mr. Fromer. That’s right. Where normally, if we follow this 
growth, you will notice on the same chart the per capita consumption 
was 4.4 pounds per capita in 1931, it is now up to 7.7 pounds per 
capita. 

Senator Matone. Would you say that all of these importations run 
maybe 25 to 30 or 35 percent higher in price sold on the market here 
than domestic cheese ¢ 

Mr. Fromer. No; I wouldn’t say that, Senator. 

Senator Manone. Do they all run consistently higher? 

Mr. Fromer. Yes. 

Senator Martone. They are sold on the market consistently higher? 

Mr. Fromer. The cheeses I have indicated to you all run consistently 
higher, and I have given you the prices of each. 

Senator Matonz. They make up the great bulk of the imported 
cheese ¢ 

Mr. Fromer. Oh, yes. 

Senator Matone. The ones you mentioned? 

Mr. Fromer. That’s right. It is our contention that removing the 
import restrictions would make no great change in the amount of im- 
ports, and even if they went up as much as 20 percent, there being 
only 15 million pounds restricted cheese imported, that would amount 
to only 3 million pounds, which is absolutely insignificant when you 
compare it with production of well over a billion pounds. 

In fact, an examination of the record indicates that certain cheeses 
have been decontrolled, and after they were decontrolled, there was 
no significant increase in imports. In fact, they went down. 

Senator Martone. This seems to be an exception where there is a 
prohibition upon imports above a certain amount, that is to say quotas, 
where the price runs consistently higher than the price of the domestic 
on product. 

Mr. Fromer. That’s right. I have listened to a lot of testimony 
pry ii lower prices of products from abroad. This is the reverse 
of that. 

Yet we are faced with import restrictions, the theory being, if I 
may say, that a pound of cheese imported is a pound of cheese, of 
domestic cheese, displaced. We say, well, you can say the same thin 
about almost any other product that is imported, that an jemoded 
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product can be contended to displace a domestic product, yet it is 
not good business to keep out all imports. 

Senator Matone. I have discussed this matter, not about cheese. 
I am not a cheese expert at all, but generally a product where a tariff 
or a duty is imposed to equalize the price, that if the foreign product 
costs a little bit more, whether it is a certain type cloth or some other 
import, and I want to buy it or someone else, and I am willing to pay 
the slight difference, it has been our contention that a tariff or duty 
that equalizes the price doesn’t stop the import because it will come in 
when you need it, or if there is a demand for it. 

I just want you to understand this exactly. The price is consistently 
higher and still the quota is imposed ? 

Mr. Fromer. That’s right. 

Senator Martone. You don’t know of any fundamental reason for 
that imposition of a quota? 

Mr. Fromer. Oh, yes; I am familiar with the fundamental reason. 

Senator Martone. What is it? 

Mr. Fromer. We have got a support price on milk. It is a dairy 
product. Cheese is a dairy product. Cheddar cheese is supported. 
If we didn’t import a pound of Provoloni we might make another 
pound of Provoloni out of our milk. Therefore, although the im- 
ported is much higher in price, even double the price, we are going 
to force the consumer to eat the domestic Provoloni or no Provoloni 
at all, and thereby use up our milk. 

Senator Martone. Then we do give our powdered milk and our ag- 
ricultural products, practically give them away to foreign countries, 
don’t we, on different occasions? 

Mr. Fromer. Well, I don’t approve of that either,. 

Senator Martone. It makes little sense there if you are going to 
support the price of products in this country, the taxpayers are—— 

Mr. Fromer. I would just like to read this piece from my state- 
ment in that connection. 

The difficulty we are in with regard to our dairy surpluses is cer- 
tainly not due to imports, but to the tremendous and ever-increasing 
production as compared with decreasing consumption. This conclu- 
sion is amply supported by the tables submitted with our statement. 

Milk production for 1954 was at an all-time high of almost 124 bil- 
lion pounds. Per capita consumption, however, of fluid milk and 
cream was down from a high of 399 pounds in 1945 to 352 pounds in 
1954. 

Butter consumption is down from an average in 1935 to 1939 of 
16.8 pounds per capita to 8.6 gone per capita in 1953. 

Senator Martone. Does that take into account the oleomargarine 
consumed ¢ 

Mr. Fromer. This is the statistics for butter. If people switched 
to oleomargarine, there was a reason. 

Last year there was an increase indicated to 9 pounds per capita, 
due no doubt, at least in part, to a reduction of the support price. 
Thus we have a picture of high supports stimulating high produc- 
tion and discouraging consumption because of the fixed high price, and 
the natural result is the surpluses with which we are 

Senator Matonsz. The oleomargarine is considered cheaper than 
the butter, isn’t it? 
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Mr. Fromer. Very much cheaper, and there was a natural resist- 
ance, I think, on the part of consumers to buy oleomargarine, and 
replace butter with oleomargarine, but your resistance can only be so 
strong. : : : 

And as the price margin gets bigger and bigger, that resistance 1s 
broken down in more and more families, until they find maybe oleo 
isn’t so bad. 

Now, I think that by a reduction of the support price some con- 
sumers have evidently been weaned away and are going back to butter, 
and that is why we have an increase. 

Senator Lone. To what do you attribute the fact that the per 
capita consumption of fluid milk has also been reduced ? 

Mr. Fromer. I think that also there the increasing prices have an 
effect, the high cost of milk and milk products have an effect with 
regard to how much is consumed. I think that if the price of milk 
came down there would no doubt be an increase in consumption, and 
1 know also that there is a great deal of promotion going on with 
regard to trying to sell more milk and more dairy products. 

I notice that the former Governor of New York, speaking at a 
dinner yesterday, said that if every person in the United States drank 
an ounce and a half more milk a day, we would have no surplus. 

Senator Lone. In Louisiana we expanded our school-lunch pro- 
gram and started a lot of children to drinking milk at school that 
weren’t drinking milk before, and we just about doubled the con- 
sumption of milk in that State, so there are always ways of moving 
some of this milk surplus if people were to get about it. 

Senator Martone. No, Senator, this intrigues me, because we dump 
hundreds of products. ‘There was a differential in the price. Here 
you are on the other end of the thing where the product costs more, 
and this is the first product I have ever heard of that costs more than 
the domestic product that anyone is asking protection from, although 
I can see if Congress has gone to support there, that they might think 
that it costs the taxpayers more money if they did let this cheese in. 
But this is an innovation. 

Mr. Fromer. I think it is a unique situation. There are more facts 
in it that make it even more unique, because not only are you restricted 
to the amount of cheese that we can bring in, we are restricted to the 
countries that it can come from. 

So that in effect we are not only saying we are only going to leave 
in so many pounds, but you have got to bring it from such and such 
countries. For example, we are told with regard to the Italian types 
of cheese that we are to bring in no more than 5,100,000 pounds from 
Argentina and 4,040,000 from Italy. 

Now, it so happens that Argentina just doesn’t have any cheese at 
the present time. So we just can’t bring the cheese in. We have 
asked the Department of Agriculture to permit a transfer of that 
license to Italy. The Department has permitted us a very restricted 
transfer, and then restricted only to certain varieties. 

Now, the peculiar part is this: that the cheese for which there is the 
greatest demand is the Provoloni. The cheese with regard to which 
there is the great discrepancy, one of the greatest discrepancies in 
price of imported over the domestic, is the Provoloni. Yet that is the 
variety which they have not permitted the switch to take place on. 

59884—55—pt. 3 —138 
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But they have limited it to only the hard-grating cheeses which are 
generally closer priced to the domestic cheese than the Provoloni. 

Now, this is just one of the idiosyncrasies of administrative contro] 
and restrictions on an industry. 

Senator Matone. A real cheese connoisseur, people that understand 
cheese, which I do not pretend to do—I know when I like it and when 
I do not like it—but real connoisseurs of cheese could tell me if the 
cheese manufactured in Italy and in other countries is better than our 
own of that same grade. 

Mr. Fromer. Well, a connoisseur will tell you that it has certain 
distinctive qualities which are not duplicated in this country. 

Senator Matone. Is it in the food value or the taste or aroma? 

Mr. Fromer. Oh, the taste, the flavor, and aroma. 

Senator Martone. Not the food value particularly ? 

Mr. Fromer. No, I don’t think that there is any question of food 
value that enters into it. 

Senator Matone. I can understand that the Congress has taken the 
taxpayers’ money and holding'a support price, why they might do just 
what they have done here, but it is an innovation. That is the reason 
I wanted to understand it myself. 

Mr. Fromer. I am sure that even though you may not be a connois- 
seur of cheese, the most common variety you may be familiar with is 
Swiss cheese, cheese imported from Switzerland. 

Senator Matone. I even like Limburger. 

Mr. Fromer. Well, we don’t import any Limburger, I don’t think. 
Senator Martone. I eat all kinds of cheese and I just don’t under- 
stand the difference. 

Mr. Fromer. I was just trying to refer to Swiss cheese because many 
people do feel there is a difference between the two sufficiently to pay 
twice as much for the imported as for the domestic. 

Senator Martone. Regardless of the price, if it wasn’t for the quota, 
you would have no trouble selling your cheese here at a very greatly 
increased price, the imported cheese ¢ 

Mr. Fromer. I don’t like to characterize and put all the cheeses to- 
gether and use the term “very greatly,” because you have a variance as 
to types and varieties. 

Senator Matone. Regardless of the discrepancy in price, the im- 
ported being higher, you have no difficulty disposing of your cheese, 
except for the quota ¢ 

Mr. Fromer. That’s right. There is no necessity for underselling 
domestic cheese. 

Senator Marong. I have used this so many times, that if I liked a 
certain cloth manufactured in England and it costs another 50 cents 
a yard, and I wanted it, I would pay the extra 50 cents. The tariff 
doesn’t make any difference, that is to say, it doesn’t stop imports. 

If there is need for the cloth, it comes in anyway to the extent that 
you need it, and any special demand, you will pay the additional price, 
and this goes to prove that you do. 

Mr. Fromer. That’s right. 

Senator Martone. But this is not a tariff or duty proposition at all. 
This is a matter of policy, whether or not the Congress or thé Presi- 
dent ought to fix a quota. 

Mr. Fromer. That’s right. 
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Senator Martone. On a cheese that costs more landed here than the 
domestic cheese costs, and can be put on the market. 

Mr. Fromer. That’s right. 

Now in spite of the fact that the cheese-importing business is cir- 
cumscribed by these existing restrictions, the domestic dairy inter- 
ests have proposed that section 22 of the Agriculture Adjustment Act 
be amended so that import restrictions continue even after the De- 
partment of Agriculture may have disposed of all surpluses on hand 
and is no longer purchasing dairy products at the support level. 

We are of course unalterably opposed to any such legislation which 
is calculated to promote the selfish interests of a limited group even 
at the expense of the national welfare. 

Senator Matonr. Was that in the act as it passed the House? 

Mr. Fromer. No. 

Senator Martone. In the bill ? 

Mr. Fromer. No. It was not adopted but they proposed a new 
section 22, and they may have made the same proposal here, and for 
that reason we have called attention to it. 

Senator Lone. Do you have the percentage there? What percent- 
age of cheese is foreign made of the total cheese consumed in this 
country on a pound basis? Perhaps this chart shows it. 

Mr. Fromer. May I direct your attention to chart attached to our 
statement Ratio of Cheese Imports to Domestic Cheese Production, 
1931 it was 12.6 percent and in 1954 it was 3.7 percent. 

Now that is all imported cheese. However, not all imported cheeses 
are restricted at the present time. Of those cheeses, the imports of 


which are restricted amount to only 1 percent of total production. 

Senator Lone. Those whose imports are restricted are only 1 per- 
cent of total production ? 

Mr. Fromer. In the United States. 

Senator Lona. Well, how about the others that are imported? Are 
the others permitted to come in freely ? 

Mr. Fromer. That’s ae They are permitted to come in freely. 


Senator Lone. What 
to come in freely ? 

Mr. Fromer. Now on the list that we have submitted of imports, 
those that are permitted to come in freely includes Swiss cheese, 
Pecorino, which is sheep’s milk cheese, Roquefort, which is a sheep’s 
milk cheese, and the category “Other cheese.” The category “Other 
cheese” refers to the little speciality cheeses tliat may enter the coun- 
try. 

Senator Lone. Why do they make a distinction in the case of those 
cheeses ¢ 

Mr. Fromer. In the cases of Pecorino and Romano, both are made 
out of sheep’s milk and they are distinctly different from the cow’s- 
milk cheese, so they have eliminated those. 

The category “Other” was simply a catch-all category. It was felt, 
I believe, it was insignificant, it covered a lot of little specialties, diffi- 
cult of administration, et cetera, so they just eliminated that. 

Swiss cheese, it seems, got some special treatment. I think it was 
mentioned on the floor of the Senate in considering the extension of 
one of the earlier acts, I believe it was in 1952 when the import re- 
strictions were extended and the argument was made that it was so 


ind of cheeses are those that are permitted 
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much higher in price than the domestic that it should not be under 
import control. 

Senator Lone. In effect the Senate accepted the argument. 

Mr. Fromer. That’s right. 

Senator Lone. The same argument you are making for certain 
other cheeses now. 

Mr. Fromer. That’s right. Well, they accepted to the extent of 
mentioning it in the report of the committee that considered the bill. 
It was the Secretary of Agriculture that eventually removed it from 
import restriction. 

It is our contention that cheese imports stimulate American tastes 
for foreign cheeses and American production of like products. 

We urge this committee to approve the bill in the original form in 
which it was introduced into focaean authorizing the President to 
enter into international trade agreements for the purpose of expanding 
foreign markets for the products of the United States and to remove 
import restrictions which he finds are unduly burdening and restrict- 
ing foreign trade of the United States. That concludes my statement. 

Senator Matonr. Let me, Mr. Chairman, ask one question to clear 
up the attitude that you take on this bill. 

You understand that if we do not approve of this bill, if the exten- 
sion does not pass Congress, that you go back to the 1930 Tariff 
Act based on fair and reasonable competition and there is no provision 
in that act to put a quota on any Racsieni product that costs more 


and sells for a greater price in this country. Why wouldn’t you be 
for reverting to the 1930 Tariff Act? 
Mr. Fromer. Because, sir, the import restrictions have been adopted 


under section 22 of the Agriculture Adjustment Act, and if we do 
not extend this in the manner that we had requested, there would 
be no power on the part of the President to remove the restriction 
which he has felt he must impose under section 22 of the Agriculture 
Adjustment Act. 

Senator Matong. Well, he would not be allowed to put any restric- 
tions on under the 1930 Tariff Act. He could not utilize restrictions. 

But of course that is under the Tariff Act, while he can under the 
1934 Trade Agreements Act. But the section 22 under which some 
action is being taken, that can always be changed by the eengnees 
You know if Congress passes an act it can amend it, and you did out- 
line one certain cheese that has been exempted, didn’t you ? 

Mr. Fromer. Yes; more than one. 

Senator Martone. Well, now they could exempt others if they so 
desired, but the President couldn’t put these restrictions on under the 
1930 Tariff Act while he might be able to do it under this 1934 Trade 
Agreements Act. 

So you would only then have to deal with section 22. It simplifies 
your problem. 

Mr. Fromer. I may say this. First of all the exemption of the 
particular cheese that we were referring to was under a different act 
and not under section 22 of the Agriculture Adjustment Act. 

Senator Matonge. What act was it under? 

Mr. Fromer. It was section 104 of the Defense Production Act of 
1950. 
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Senator Martone. Yes; all of these acts can be amended by Congress, 
and they are continually looking for some solution to the situation 
they find themselves in now through their support prices. 

What I am trying to find out from you, why wouldn’t it simplify 
your problem if Congress or if the Tariff Commission as an agent of 
Congress, with a fair and reasonable principle laid down by Congress, 
fair and reasonable competition, because no one is going to demand 
a tariff on anything where the landed customs declared cost isn’t less 
than the product in this country that competes with it, or that it 
competes with. 

So this would get you out of one set of woods anyway, and then 
you would be only fighting a battle where if you showed, as it seems 
to me you have, certain grounds, and you did show it under another 
product, that you might escape from this business. 

But you are meshed in 3 or 4, and you still say you are for the 
extension of this act. That is the thing I don’t quite understand. 

Mr. Fromer. We are for the extension of the act, Senator, because 
we believe in reciprocal trade agreements as a means for building 
up our own economic system. 

Senator Matone. Have you ever read the act, the 1934 Trade Agree- 
ments Act? 

Mr. Fromer. Yes, I believe I have a copy of it right here. 

Senator Matonr. You might examine it if you haven’t. Did you 
ever see the words “reciprocal trade” in the title of the act or in the 
act itself? 

Mr. Fromer. I don’t recall that we ever used that terminology be- 
fore recent years. 

Senator Matonr. I don’t think Congress every used it, but the 
London bankers did use it, just invented a phrase for us to mouth 
so that. we believe it just like they have now invented “trade, not aid.” 

You know Mr. Butler, Chancellor of the Exchequer, invented that 
phrase, and it spread all over the United States, and people that 
had no knowledge of the thing at all began to mouth this phrase. 

I pinned that on him in 1952. I thought it was time they began to 
get credit for the things they invent for us. 

They also invented the “dollar shortage.” Now you can have a dol- 
lar shortage in one way that applies to individuals and nations both, 
and that is that if you insist on spending more each year than you 
earn. 

But a nation is one ahead of us. They can have another dollar 
shortage by fixing the price of their dollars in money above the mar- 
ket. price so nobody but Congress will pay it. So we had a dollar 
shortage, and that was invented in London. 

So, for your benefit, and I could go into detail with you, these are 
one-way streets, these trade agreements that are not really trade agree- 
ments. They are agreements to lower tariffs. 

An then the country with which the agreement to lower certain 
tariffs is made immediately defeats that agreement as far as they are 
concerned by manipulating the price of their money in terms of the 
dollar, or having a permit necessary for the exchange necessary to 
buy it, and take it into their country, then having a permit system for 
imports so that if they don’t want it to come in, it just doesn’t come 
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in. And there is no carrying out the spirit of the agreement. Did you 
know that? 

Mr. Fromer. Well, you use a term “one-way rprcny and I have 
heard the same term used another way, and you are no doubt familiar 
with it. 

Senator Matone. Of course. 

Mr. Fromer. Trade is not a one-way street. 

Senator Martone. Trade is a one-way street as far as these tariff 
reductions are concerned, 

Mr. Fromer. The purpose of these trade agreements I understand 
is so that trade is not a one-way street but a matter of exchange, and 
we have got to be able to sell our products. 

Senator Matone. That’s right. 

Mr. Fromer. Just as badly as any foreign country. 

Senator Martone. That’s right. 

Mr. Fromer. And we can’t sell it to them unless they can pay for 
it. I don’t know how they can pay for it unless we give them the 
money or sell them something. 

Senator Matonr. That is what we do. We give them the money 
and then we give them the products that we call national defense, and 
finally if you subtract those two things from this overgrown trade 
that you think we have, you are right back to the 414 or 514 percent 
that you had for 40 years, because then you only send something to 
the other country that you get paid for and they can only send 
something here that they get paid for, and that is the legitimate trade. 

Mr. Fromer. That’s right; that is what I would like to see. 

Senator Matong. And that is what we do have. We have all the 
legitimate trade that we can possibly have. Then we try to force it by 
giving them money to buy more. 

In this country we call it installment buying, but over there we just 
give them the money to pay for it. 

But you do amaze me that you are for giving the person to whom 
we have allocated this power, this constitutional responsibility of 
Congress, to prevent your products from coming in. 

Mr. Fromer. Well, before the President got that power, there were 
certain other acts which he says compel him to impose these restric- 
tions. We had a high support program. 

Senator Maronr. Not then. We didn’t, did we? Wasn’t this long 
after 1934 that we had this high support program ? 

Mr. Fromer. We had a high support program back from 1933 on, 
and it actually didn’t become effective until the war was well over 
and we actually weren’t able to give away everything. 

Senator Matone. What support program did we have prior to 
1934% 

Mr. Fromer. I didn’t say prior to. From that time on, with the 
Agricultural Adjustment Act of 1933. I believe this section 22 is a 
part of that act. 

Senator Matone. But not at that time. 

Mr. Fromer. Perhaps not at that time. 

Senator Matone. Section 22 was not in it at all then, was it ? 

Mr. Fromer. But with the Agricultural Adjustment Act of 1933, 
the Government started to get into the dairy business. 

Senator Matone. But you didn’t have section 22 in it then. 
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Mr. Fromer. I don’t know what the former section 22 was at that 
time. The point is we had no need for a support program. 

No support program would become effective until we started to get 
such an abundant production as not to know where to get rid of 
it, whereas during the war and the years succeeding the war, there 
was always a shortage of these products. 

Senator Matong. Which war are you talking about ? 

Mr. Fromer. I am talking about World War II, Senator. 

Senator Matone. Well, now, how do we get rid of our agricultural 
products? Do you have any idea how we do it! 

Mr. Fromer. One way to get rid of them, Senator, is to let the law 
of supply and demand work again. 

Senator Matong. Well, it hasn’t worked for a long time. We re- 
pealed the law of supply and demand in 1933. 

Mr. Frommer. My feeling is that we should repeal some of the im- 
pediments to its Seek: 

Senator Martone. I think you should too, but I would like to bring 
you up to date, that every bushel of wheat that we sell abroad costs 
you and your taxpaying associates about 50 or 60 cents, because we 
pay the difference between the support price and the world price, 
and then every time we hear of anyone getting sick in Rumania or 
somewhere else, we send them a few shiploads that they don’t pay for 
at all. We are trying to get rid of it. 

Mr. Fromer. Well, there are a couple of things that don’t work 
exactly right, Senator. I don’t like the idea of giving money to Italy 
for nothing if Italy has got cheese that they could ship here that we 
refuse to take. 

Senator Martone. I just don’t like the idea of giving them money at 
all, unless you buy something and get something for it. 

Mr. Fromer. 1 think that we have got to see to it that the free 
world is strong economically so that they can be strong physically. 

Senator Matonr. How would you do that? 

Mr. Frommer. By trying to promote international trade. 

Senator Martone. Well, what you want to do is for them to stay out 
of your business. If you can do anything in your business that you 
want to do, then you can trade off the other fellow, and it is all right 
with you. 

Mr. Fromer. No; I think that has been the very narrow attitude 
taken by a lot of people who have come seeking individual special 
treatment. “Stay out of our business, but you can import anything 
else you want.” 

Senator Matonr. That is the attitude Secretary Dulles takes. He 
recognizes that competition causes injury, whether it is domestic or 
foreign. It injures first the weaker and the less economic units in 
the country. 

So what you are for is for the changeover from protection on a 
basis of the principle of the differential between the cost here and in 
other countries. That was a 1930 act with only one principle laid 
down, that of fair and reasonable competition, to bring in products 
on the basis of your production cost here, which wouldn’t interfere 


with you at all. This was changed to the principle of transferring 
the constitutional ay emeeeper: of Congress to the Executive so he can 
take in the political factors of Europe or Asia or Africa; he can fake 
in the measuring factors of industry in this country, and by sort of a 
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nebulous decision, he can just say, “Well, increase the imports in this 
business, decrease the production in this country,” and as a result of 
that we will increase the exports in another business. 

Now, that is what you are for, isn’t it? That is what Dulles says 
it does. 

Mr. Fromer. Senator, I think we have gone very far afield. 

Senator Martone. I am trying to find out what you are for. 

Mr. Fromer. Of our particular problem ? 

Senator Mauone. I don’t understand it. 

Mr. Fromer. You talk about giving the President certain extensive 
powers. 

Senator Marone. Yes. 

Mr. Fromer. Yet the President was given the power under section 
2° of the Agricultural Adjustment Act to impose import restrictions. 

Senator Manone. That’s correct. 

Mr. Fromer. And what we are saying is if you give him the power 
to impose import restrictions under certain conditions, we say you 
should also give him the power to remove those restrictions when they 
burden our international trade. 

Now if you are ready to say to me that we will remove the power of 
the President to impose those restrictions, then I would say we don’t 
need the provision in the Trade Agreements Extension Act that we 
are advocating. 

Senator Matonr. Well, what you do need is to revert to the 1930 
Tariff Act that gives the Tariff Commission only the authority to 
impose a tariff, if you bring in something of the same quality or the 
same type of product cheaper, and not if it costs more ? 

Mr. Fromer. Well, as a matter of fact, so far as tariffs are con- 
cerned under the Tariff Act of 1930 duties have been imposed on all 
these varieties of imported cheese, whether they cost more or they cost 
less. 

Senator Matone. But at the same time the Tariff Commission was 
given full authority to adjust that downward or upward to meet that 
differential in cost, and they were given authority to put a duty 
on anything that cost more landed here than the competitive product 
cost. 

Mr. Fromer. I just want to complete this. The President through 
various trade agreements has reduced many of the tariffs as far as 
those cheeses are concerned. 

Senator Matone. Well, you know the Tariff Commission could not 
possibly impose a tariff higher, a tariff on anything that cost more 
landed here than the competitive product made here.» Don’t you 
know that? 

Mr. Fromer. We are not testifying in favor of this act in order to 
get any reductions in tariff on cheese. 

Senator Matone. What you are trying to do is get a reduction on 
quotas. 

Mr. Fromer. What we are trying to do is get the quotas removed. 

Senator Matone. Or an increased quota. 

Mr. Fromer. We are trying to get the President to have the author- 
ity to remove the restrictions that he has imposed under another act 
under which you gave him the power to impose such restrictions. 

Senator Matone. But you are for the extension of this act that has 
nothing to do with it, is that it? 
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Mr. Fromer. That is another question. 

Senator Martone. That is what I am trying to find out. 

Mr. Fromer. Yes, as far as this act is concerned. 

Senator Matong. I am trying to find out why you are for it. 

Mr. Fromer. We are for extension of the act because we think it 
is a good thing for the country. 

Senator Martone. And you think it is a good thing, that is all I 
want in the record. I don’t want to interfere with your opinion at 
all. I want to find out what it is. 

You want to change that principle of the 1930 Tariff Act based on 
a principle of fair and reasonable competition—they only have the 
one criteria to fix the duty—to the 1934 Trade Agr eements Act where 
you can raise or lower the duty on the pretext of political factors in 
Et urope, Asia, or Africa, or the meshing of industry in this country. 

That is what you are for, to transfer it to the Exec utive, the respon- 
sibility of the onan to the Executive to do that, change the prin- 
ciple. 

Mr. Fromer. I don’t go along with your characterization of the 
word “pretext.” 

Senator Matone. Perhaps that is a badly chosen word. But what 
I want to center on is the change in the principle. You are for that? 

Mr. Fromer. I think that the President is capable of being charged 
with the responsibility of knowing what is good for American n industry 
and trade, and I think that he is capable ‘and should have the power 
proposed to be extended to him under this act. 

Senator Matonr. In other words then, just to sum it up and not 
prolong it, you are for the change in the principle of fixing a duty on 
the basis of fair and reasonable competition by the Tariff Commission, 
an agent of Congress, and for giving the power to the President to 
use these other factors, to reduce it beyond that point of fair and 
reasonable competition if he, in his own judgment, believes it is good 
for the Nation? 

Mr. Fromer. I can’t answer that question “Yes” or “No,” Senator, 
because I have to assume that what you say is so, that the principle of 
the 1930 act was one thing and the principle of this act is another 
thing. 

Senator Matone. Yes, you can assume that and then your answer 
would be based on that particular category, and if I am wrong, your 
answer would be not considered. 

Mr. Fromer. Well, I am in favor of the extension of the act in its 
present form. If that implies the change that you have indicated, 
then I am in favor of that. 

Senator Martone. All right; that is all I want to know. 

Senator Lone. Thank you very much. 

(The prepared statement submitted by Mr. Fromer is as follows :) 


STATEMENT OF MARTIN A. FROMER, COUNSEL, CHEESE IMPORTERS ASSOCIATION OF 
AMERICA, INC, 


The Cheese Importers Association of America, Inc., is a nationwide organi- 
zation comprising in its membership importers of a major portion of the cheese 
imported into the United States. Its offices are located at 51 Chambers Street, 
New York City. 

This association supports the extension of the authority of the President to 
enter into trade agreements for a period of 3 years from June 12, 1955, until 
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June 30, 1958, and the terms and provisions of H. R. 1, of said bill as originally 
drawn and introduced into Congress. 

Witnesses representing the domestic dairy industry have appeared before the 
House committee, and before this committee, proposing and supporting an amend- 
ment to section 3 of the bill as originally introduced, on the ground that the 
language of the said section is broad enough to permit the President, through 
foreign-trade agreements, to override section 22 of the Agricultural Adjustment 
Act. Section 22 of the Agricultural Adjustment Act provides for the imposition 
of import quotas whenever it is determined that imports of the product in ques- 
tion interfere with a support program undertaken by the Department of Agri- 
culture. Prospects of the amendment pointed out to the House committee that 
the proposed amended section 350 (a) (1) (A) of the Tariff Act of 1930 would 
authorize the President to enter into foreign-trade agreements with foreign gov- 
ernments or instrumentalities thereof provided however that, except as author- 
ized by subparagraph (B) of the section, “No such provision shall be given effect 
in the United States in a manner inconsistent with existing legislation of the 
United States.” The proposed subparagraph (B), however, would authurize the 
President “to proclaim such modification of existing duties and other import 
restrictions, * * * as are required or appropriate to carry out any foreign-trade 
agreement that the President has entered into hereunder.” In support of amend- 
ing the bill by eliminating the aforesaid proviso, the proponents of said amend- 
ment contend that section 22 of the Agricultural Adjustment Act would be mate- 
rially weakened if not, in actual fact, rescinded unless the extension act was 
amended accordingly. The House has adopted the Trade Agreements Extension 
Act, amended in such manner as to liimt the power of the President to enter into 
trade agreements. We propose to this committee that the bill be adopted in its 
original form and that in the interests of the naional security and welfare, and 
cooperative relations with other nations, the original language of the bill be 
restored. 

We wish to point out that the entire power of the President under section 
350 (a) (1) of the Act is limited to “the purpose of expending foreign markets 
for the products of the United States (as a means of assisting in establishing and 
maintaining a better relationship among various branches of American agricul- 
ture, industry, mining, and commerce) by regulating the admission of foreign 
goods into the United States in accordance with the characteristics and needs 
of various branches of American production,” and that the President may act 
only when “he finds as a fact that any existing duties or other import restrictions 
of the United States or any foreign country are unduly burdening and restricting 
the foreign trade of the United States.” We have come a long way along the road 
of understanding the true implication of expanded foreign trade. We are all well 
aware that in addition to our armed might, the security of this Nation depends 
upon our cooperative relations with other countries. We recognize that it is a 
mistake to assume that our secruity can be achieved by military treaties alone. 
Trade is the lifeblood of this Nation, and as President Eisenhower has said, 
“No single group within America has a greater stake in a healthy and expanding 
foreign trade than the farmers. One-fourth to one-third of some major crops, 
such as wheat, cotton, and tobacco, must find markets abroad in order to maintain 
farm income at high levels.” We are not giving charity to European countries 
by permitting their products to be imported into the United States. especially 
when the product in question is not duplicated here or sells at a higher price 
than the domestic product. This is largely true of foreign types ‘of cheese, 
imports of which are presently restricted under the narrow terms and provisions 
of section 22 of the Agricultural Adjustment Act. 

H. R. 1, in its original form, did not rescind section 22 of the Aricultural 
Adjustment Act, but merely gave the President the power, in addition to his 
power under the said section 22, to make trade agreements for the purpose, and 
upon the state of facts, set forth in section 850 in the Tariff Act of 1930. 

The Secretary of Agriculture has testified that if we did not have a price- 
support program, there would be no particular need for section 22 of the Agri- 
cultural Adjustment Act. The import restrictions imposed under the provisions 
of the said act have generally been based on the argument that withott such 
restrictions we would be placed in the position of supporting world price of all 
products which are under a price-support program. In connection with dairy 
products, the classic example has been the difference between the support price 
of butter of 58% cents per pound at New York and the estimated world price 
of about 41 cents per pound. Nowhere is there ever any mention made of the 
fact that under the terms and provisions of section 22 imports are restricted of 
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various foreign types of cheese, selling at prices substantially higher than the 
support price, and the price of comparable domestic cheese. For example, im- 
portations of Italian types of cheese, such as Provolone, Reggiano, and Parmesan 
cheese are seriously restricted although the price of this type of cheese imported 
from Italy is greater than similar domestic cheese. For example, the factory 
delivered price to New York of Provolone cheese is about 42 to 43 cents per 
pound, while the landed cost of imported Provolone cheese is from 65 to 75 cents 
per pound. Similarly, Edam and Gouda cheese from Holland, and blue cheese 
from Denmark, are substantially higher in price than domestic cheese. Here 
then is a situation where imports cannot be said to be seeking this market 
because of a price-support program. Furthermore, these cheeses are distinctive 
in quality and characteristics and an opportunity is presented of trading with 
countries who use the proceeds for buying our goods without threatening the 
price level of American goods, 

The difficulty we are in with regard to our dairy surpluses is certainly not due 
to imports but to tremendous and ever-increasing production as compared with 
decreasing consumption. This conclusion is amply supported by the tables sub- 
mitted with this statement. Milk production for 1954 was at an alltime high of 
almost 124 billion pounds. Per capita consumption, however, of fluid milk and 
cream was down from a high of 399 pounds in 1945 to 352 pounds in 1954. Butter 
consumption is down from an average in 1935-89 of 16.8 pounds per capita to 8.6 
pounds per capita in 19538. Last year there was an increase indicated to 9 
pounds per capita due, no doubt, at least in part, to a reduction of the support 
price. Thus, we have a picture of high supports stimulating high production and 
discouraging consumption because of the fixed high price, and the natural 
result is the surpluses with which we are burdened. It may be well to note that 
cheese consumption for 1954 is estimated at about 7.7 pounds per capita, or as 
high as it has ever been. 

Cheese production. in the United States has more than doubled in the last 20 
years and almost tripled in the last 25 years. Production in 1954 amounted 
to about 1,350 million pounds compared to imports of about 50 million pounds, 
or only about 3.7 percent of the total domestic production. The complete removal 
of import restrictions on foreign types of cheese raises no threat to our domestic 
industry. Restrictions have been removed from some types, such as sheep’s 
milk cheese, Swiss and Gruyere cheese and Roquefort cheese, without substan- 
tially affecting the volume of importation. In fact, imports of sheep’s milk 
cheese and of Roquefort cheese were less in 1953, after removal of control, than 
during 1952 when their import was restricted. Imports of Swiss and Gruyere 
cheese were less in 1954 than in 1953 although not under import restriction. 

Import restrictions and the administration of such restrictions has had a dis- 
astrous effect upon the industry and has dislocated the regular channels of com- 
merce with regard to the importation of cheese. An example of this is the 
situation at present with regard to imports of Italian types of cheese. Imports 
of cheese are restricted not only as to variety and amount but as to country of 
origin. Import authorizations are based upon the history of imports during 
the years 1948-50. Historically, Italy was the original and principal source of 
Italian types of imported cheese. This, of course, was changed by the war, 
when similar types of cheese were imported from Argentina. With the cessa- 
tion of hostilities, imports were again resumed from Italy, however, the normal 
level of imports of Italian type cheese from wartorn and disabled Italy had not 
been reached in 1948, 1949, or 1950. The result of the application of the method 
of allocating licenses is that authorized imports for the license year from Ar- 
gentina of Italian type cheese are about 5,100,000 pounds, while authorizations 
of imports from Italy are about 4,040,000 pounds. A limited transfer of license 
has been allowed by the Department of Agriculture “to reflect current trends in 
the trade of Italian type cheese.” However, the fact remains that whereas the 
President has authorized the importation of 9,200,000 pounds of Italian-type 
cheese during a quota year, this level has not been reached because the Secretary 
of Agriculture has refused to permit the utilization of unused Argentine au- 
thorizations by importations of the same cheese from Italy. In 1954 the total of 
imports of Italian-type cheese under import restriction amounted to less than 
7,200,000 pounds or over 2 million pounds less than the amount the President 
has fixed as the annual quota which may be imported without interfering with 
the domestic industry. This is so although the industry needs and can use 
substantial amounts of Italian Provolone cheese at prices more than 50 percent 
higher than the domestic product. This shocking situation is a result of the 


—e in which the Department of Agriculture is administering the prescribed 
quotas. 
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During the past several months, importers have been unable to secure or pur- 
chase Argentine cheese in sufficient quantity to utilize their import authoriza- 
tions, and this association has under these circumstances requested the Depart- 
ment of Agriculture to permit the interchangeable use of these authorizations 
so that they may be utilized for the same types of cheese from either Italy or 
Argentina. This request has been denied, and instead the Secretary has granted 
only a partial transfer of license, limited only to specific Italian types, although 
the Presidential proclamation makes no such distinction. The Secretary of 
Agriculture has refused, for example, to permit the utilization of unused import 
authorizations from Argentina of Italian-type cheese for the importation of 
Provolone cheese from Italy, although, due to a lack of supply in Argentina, 
such licenses will not be utilized. Imports of Italian Provolone cheese amounted 
to 8,500,000 pounds in 1931 and only 3,600,000 poun/!s, or less than half, in 1954, 
although there has been a tremendous growth in population between these dates. 

In spite of the fact that the cheese-importing business has been so cirecum- 
scribed, the domestic dairy interests have proposed that section 22 of the Agri- 
cultural Adjustment Act be amended so that import restrictions continue even 
after the Department of Agriculture may have disposed of surpluses on hand 
and is no longer purchasing dairy products at the support level. We are, of 
course, unalterably opposed to any such legislation which is calculated only to 
promote the selfish interests of a limited group even at the expense of the 
national welfare. 

In support of maintaining restrictions on imports of foreign types of cheese, 
the advocates of such restrictions contend that regardless of price a pound of 
cheese imported displaces a pound produced in the United States. One might 
similarly state that a foreign automobile or a foreign typewriter or any other 
foreign product imported into the United States displaces a similar product 
domestically produced. Yet no similar protection is granted to other industries, 
and experience has proven that such imports stimulate industrial growth rather 
than stifle it. This has certainly been the case with foreign types of cheese 
which were never produced here until introduced from abroad. 

It has been pointed out in the course of this hearing that the more a country 
restricts its imports the more it stifles its own industrial growth. The level 
of our total imports determines the level of exports for which we can be paid. 
Foreign types of cheese should be freed of import control. It may be, without 
conceding it to be a fact, that under the terms and provisions of section 22 of 
the Agricultural Adjustment Act the President, in order to accomplish the objec- 
tives of that act of protecting supported commodities, is compelled to maintain 
import restrictions on foreign types of cheese, although such restrictions are 
unduly burdening and restricting the foreign trade of the United States and 
although their removal might tend to expand foreign markets for the preducts of 
the United States. In such event, under the terms and provisions of H. R. 1, 
as originally introduced, the President would be empowered to make trade agree- 
ments covering individual and specific types and varieties of cheese imports 
which would meet the criteria set forth in the act. 

The business of cheese importers is being destroyed by existing import restric- 
tions and arbitrary and unreasonable administration of these restrictions. In 
these hearings a keynote is the protection of domestic industry. The import- 
export business is as much a part of American industry as any other branch. 
The business of cheese importers is being slowly, surely, and unnecessarily 
destroyed by restrictions. 

Cheese imports stimulate American tastes for foreign cheese and American 
production of like products. As testified by the Secretary of State before the 
House committee: “Our Nation has found that the constant stimulation and 
renewal of its economic life is of tremendous value. That is why the United 
States today produces nearly half of all that is produced throughout the entire 
world. Other nations which might have created comparable opportunities for 
themselves have dropped behind us as they clung to small protected domestic 
markets and to cartel policies designed to perpetuate the status quo.” 

We urge this committee to approve this bill in the original form in which it 
was introduced into Congress, authorizing the President to enter into inter- 
national trade agreements for the purpose of expanding foreign markets for the 
products of the United States and remove import restrictions which he finds 
are unduly burdening and restricting the foreign trade of the United States. 
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RATIO OF CHEESE IMPORTS TO 
DOMESTIC CHEESE PRODUCTION 
1931-1954 
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CHEESE IMPORTS, DOMESTIC PRODUCTION 
& DOMESTIC CONSUMPTION 
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CHEESE 


Quantities manufactured in the United States, 1931 to 1958 


[Quantities in million pounds] 
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1 Neufchatel cheese included for 1943 and following years. 
? Prior to 1943 included in ‘‘All other’’ varieties. 
3 Included in “‘All other.” 


Source: 1931-53 compiled from reports of the U.8. Department of Agriculture; 1954 from 1954 Preliminary 
Report Dairy Products, Jan. 26, 1955. 
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Parmesan} Romano | 
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852 | 
1, 394 | 
1, 641 | 
1, 688 | 
1,815 | 
1, 806 | 


696 | 


Total, all 
varieties 


69, 809 
5%, 638 
49, 497 
47, 533 
48, 933 
59, 849 
69, 650 
54, 432 
59, 071 
34, 623 
2), 013 
24, 218 
25, 334 


! Prior to June 15, 1936, included in “Other cheese.” 
2 Prior to 1936 included in ‘“‘Other cheese.” 

3 Prior to Nov. 15, 1941, included in “Other cheese.”’ 
‘ Includes Provolette. 

§ Included in Provolone. 

6 Includes Parmesan. 

7 Included in Reggiano. 

§ Includes Pe-orino. 

* Included in Romano. 

10 Less than 500 pounds. 


Source: 1931-49, Program and Analysis Division, USDA, 1950-53, Foreign Agriculture Circular, FAS, 
USDA, May 28, 1954. 
Senator Lone. Mr. Norman Zukowsky, general secretary of the 
International Handbag, Luggage, Belt and Novelty Workers Union, 
in behalf of Ossip Walinsky, International President. 


STATEMENT OF NORMAN ZUKOWSKY, GENERAL SECRETARY, IN- 
TERNATIONAL HANDBAG, LUGGAGE, BELT, AND NOVELTY 
WORKERS’ UNION, IN BEHALF OF OSSIP WALINSKY, INTERNA- 
TIONAL PRESIDENT 


Mr. Zuxowsky. My name is Norman Zukowsky, and I live in New 
York. I am general secretary-treasurer of the International Hand- 
bag, Luggage, Belt and Novelty Workers’ Union, AFL. 

I am appearing for Mr, Ossip Walinsky, international president, 
who found it impossible to personally appear here, and asked me to 
express his regret and make apology for . as well as present the 
statement in his behalf for our union. 

I take this opportunity to thank you for all courtesies extended to 
us to appear before you to state the case of the plight of the handbag 
and personal leathergoods trades, and of all those persons directly 
and indirectly dependent upon it for a livelihood. 

We have submitted a brief which we captioned H. R. 1 Means Less 
Trade and More Aid for Our People at Eisine ” This is, of course, 
stating the truth and paraphrasing the phony and catchy slogan, 
“More Trade and Less Aid Abroad.’ 

(The brief above referred to is as follows :) 
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STATEMENT OF INTERNATIONAL HANDBAG, LUGGAGE, BELT AND NOVELTY WORKERS’ 
Union, AFL—MEMORANDUM RE FuRTHER REVISIONS oF TARIFF RATES ON 
HANDBAG, PERSONAL LEATHER Goops AND LEATHER Goops NovELTIES 


1. The International Handbag, Luggage, Belt and Novelty Workers’ Union is 
greatly disturbed by the pending bill, H. R. 1, to extend the President’s authority 
to reduce tariff on incoming foreign handbags of all kinds and on personal 
leather goods. 

2. One provision of the bill would permit the President to cut present tariffs 
on major imports 5 percent in each of the next 3 years. 

3. Another provision would allow him to reduce tariffs 50 percent on imports 
that.arrive in small amounts. 


4, Another provision would permit reductions in tariffs as much as 50 percent 
below the 1945 levels. 

5. The Honorable Secretary of State, John Foster Dulles, told the House Ways 
and Means Committee that the bill would strengthen free world unity and help 
American producers to find markets overseas. And what is even more impor- 
tant, he contended that a further reduction in the tariffs would “promote 
the security and welfare of the United States” by providing a firm economic 
basis for the mutual defense treaties that bind this country and about 40 allies. 
He emphasized further that a further reduction in tariffs would quiet fears in 
other nations that the United States might shift to a policy of raising tariffs 
instead of lowering them. 

6. Many witnesses who appeared before the House Ways and Means Commit- 
tee to plead for rejection of further tampering with the tariff rates stressed, in 
the stronvest language possible, the most impressive argument of all—namely, 
more trade and less aid. 

7. We categorically deny that further reductions in tariffs are in our national 
interest. We contend that more trade and less aid to foreign countries is 
nothing but a catchy phrase which is most misleading because neither the Cabinet 
members nor the lobbyists for the import-export interests will admit that in the 
case of further reductions of tariffs it would mean more trade for foreign coun- 
tries at the expense of domestic labor and the small businessman—in other 
words, less aid abroad and more aid and relief at home for the jobless, the 
underemployed and the needy Americans. And yet, they dare tell us that fur- 
ther reductions in tariffs are in the national interest of our country. 

Sosides, have we really made more friends abroad or have we cemented greater 
friendships among the 40 allies about whom Honorable Secretary Dulles speaks 
since we reduced tariffs? Furthermore, if our 40 allies wished to be allayed in 
their fears that we are not going to raise any tariffs, are we to reduce tariffs 
in order to give them such assurance? Yes; what is it all about? 

8. Past experience and past performances have convinced us that we cannot 
take for granted the assurances of the administration that no industry would 
be hurt at home by the passage of H. R. 1. We have been hurt be‘ore—we 
are being hurt more now—and we shall certainly be hurt still more tomorrow, 

Besides, the President of the United States is so busy with a million things 
that he can have no time himself to determine either the extent of the hurt 
or the extreme hardships of the victims of foreign dumping; and so, the pocket- 
book and personal leather goods trades will remain, together with the hundreds 
of other trades, the forgotten men. Our hope now is the Senate of the United 
States. 

9. The Women’s Wear Daily, authoritative publication for our industry, in 


its issue of February 25, 1955, featured the following cables from Paris and Tokyo 
on page 18: 


“SEE EXPORT PRICES UP ON FRENCH LEATHERS 
“Paris Bureau 


“Paris, February 24.—BHxport prices of French leather handbags are ex- 
pected to rise between 10 and 12 percent following the removal of this 
merchandise from the official list of goods receiving export aid. 

“An official protest has been prepared by the Handbag Manufacturers 
Association, but they cannot present it until France has a new government.” 


We have contended all along that the French Government is subsidizing 
French handbag exports, thus facilitating cutthroat competition. All importers 
of French handbags have denied this charge of ours—but now, at last, the secret 

59884—55—pt. 3-14 
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is out. Other countries like Italy, Germany, Spain, and Japan are likewise 
subsidizing handbag imports in one form or another—including manipulations 
of exchange, concessions on shipping, etc. 


“UNITED STATES IMPORTS FROM JAPAN SET DECEMBER RECORD 


“Tokyo, February 24.—Exports of handbags to the United States jumped 
sharply in December to a record-high level, bringing the year’s total to 
1,486,000, according to compilation by Fairchild News Service of Finance 
Ministry figures. This compares with 1,409,000 pieces in 1953, and is some- 
what better than the preliminary estimate made in these columns early in 
January, based on preliminary data then available. 

“The business in toilet cases, which looked promising in 1951, has dwindled 
year by year, and almost disappeared in 1954, with fewer than 200 exported. 

“Exports of wallets and similar small wares to the United States totaled 
100,000 pieces in 1954, compared with 111,000 in 1953.” 


When one takes into consideration that Japan is a late-comer in the dumping 
of handbags on the American market and that for the year of 1954 it dumped 
1,486,000 handbags, one realizes the present danger to our domestic trade and 
domestic employment. 

10. The following is a briefly sketched picture of the handbag and pocketbook 
trade: 

(1) The ladies’ handbag trade is a model American private enterprise trade 
of approximately 650 employers at the present time, the largest number of em- 
ployers in its history. 

(2) We are told that General Motors Corp. and Ford Motor Co. did 94 percent 
of the automobile business in 1954; Chrysler Corp., 4 percent; and all other 
companies, 2 percent. But, this is our picture: In the city of New Yorl:, which 
occupies a most prominent place in the handbag industry of our country and 
which for more than 50 years has been a most important center in the manu- 
facture of handbags, the following picture of the makeup of the shops is most 
enlightening : 

(a) The Pocketbook Workers’ Union, New York, an affiliate of our interna- 
tional union, is in contractual relations with a vast majority of the handbag 
manufacturers of the city-—340 in number. Of this number, 138 employers employ 
only from 1 to 10 workers; 96 employers employ from 11 to 20 workers; 41 em- 
ployers employ from 21 to 40 workers; 13 employers employ from 41 to 50 work- 
ers; 30 employers employ from 51 to 75 workers; 10 employers employ from 76 
to 100 workers; and only 12 employers employ 100 or more workers. 

To be more plain and specific, we are dealing with a large number of employers 
who employ a limited number of workers. The employers operate on a most 
modest capital; their-credit with banks and suppliers is most limited; and, one 
bad season causes many a mortality among employers whose shop closings put 
workers out of jobs and on the unemployment and relief rolls of country and city. 
While the handbag manufacturers of other cities are, in some instances, larger 
in size and run more substantial operating units, they are, in the main, in the 
same class and category. 

(3) When one takes into consideration that the eutisuated volume of business 
at wholesale in 1953 was only $135 million, and in 1954 the volume is estimated 
not to exceed that amount, one will appreciate the problem of foreign competi- 
tion hitting the American handbag market from a large number of foreign coun- 
tries. Yes, $135 million worth of business at wholesale must be divided among 
a minimum of 650 employers which makes for an average of slightly over $200,- 
000 each. The handbag manufacturers, therefore, are not, in the main, in a po- 
wee to promote their product or even spend money on advertising, of whatever 
medium. 

Such a thing as the spending of a million dollars on a Motorama Show by Gen- 
eral Motors, which was headed by world-renown talents, is most fantastic to the 
employers of our trade. Hence, what is good for General Motors, the Ford Motor 
Co., the oil and rubber industries and other mass production industries is cer- 
tainly not necessarily good for the handbag manufacturers or the workers in 
their employ. 

(4) Yet, we cannot emphasize too strongly that our trade is an essential trade 
and the products of our manufacture are necessaries, not luxuries. The Armed 
Forces of the United States, during the last two recent wars, equipped the 
‘women’s auxiliary branches of our military establishments with handbags as 
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part and parcel of their standard garb and standard equipment, having found 
said containers indispensable. Hence, all talk about the handbag trade being 
a luxury trade is nothing but loose language, and to expose the handbag trade 
to the dangers of unfair and cutthroat competition must be considered un- 
American and detrimental to the national interest of our country. 

(5) The spokesmen for H. R. 1 have already shown their colors and their 
complete disregard for the vital interests of American victims of unfair foreign 
dumping and unfair labor competition, They are on record as follows: 

(a) They demand a longer period of extension than 3 years of the proposed 
period of time covering further reductions in our tariffs. 

(a) They demand elimination. of any escape-clause provision which, at least 
in principle, allows that tariff concessions could be canceled or modified if they 
resulted in increased imports causing serious injury to the domestic economy. 

(c) They demand elimination of the peril-point provision in the Reciprocal 
Trade Agreements Act, preferring destruction of a domestic trade to foreign 
factors which make for such destruction. 

(d) The spokesmen for some agricultural interests have endorsed the H. R. 1 
bill with the specific understanding that Congress would make relatively certain 
that it did not endanger the purposes of section 22 of the Agricultural Adjust- 
ment Act of 1986. This act provides that foreign agricultural imports shall 
not interfere with domestic price-support programs, 

No small wonder that the agricultural interests have endorsed the H, R. 1 bill. 
Besides, we have already read cables from Geneva that state that foreign coun- 
tries will be satisfied to have the United States exclude agriculture and to make 
sure that foreign competition will not endanger agricultural domestic price- 
support program. 

Unfortunately, we are in the handbag and personal leather-goods business and 
not in agriculture. If we were treated on an equal par with agriculture, we 
would not be here to appeal to you against further reductions in our tariffs. 

To be sure, we have no more price supports nor a price-support program in 
the handbag trade than in all other trades. A price-support program in the 
handbag trade would be considered a violation of the Antitrust Act. The only 
price supports in our trade worth a pinch of snuff are the following: 

1. Union standards and conditions in the trade made applicable to as many 
manufacturing units as our union is able to reach, 

2. Uniform standards and conditions for an industry eliminates cutthroat 
competition and substandard working standards and conditions. 

3. The many violations of the wage and hour law notwithstanding, the ceiling 
on hours and the floor on wages provided by the wage and hour law provide a 
measure of protection to labor and industry. 

4. It is generally conceded and considered that the present wage and hour law 
is antiquated and much behind the times. Labor is demanding a minimum wage 
of $1.25 per hour. The President of the United States sent a message to Congress 
asking for a 90 cents hourly minimum wage. We are greatly dissatisfied with 
the President’s recommendation, but it is plain to see that a higher minimum 
wage will give foreign competitors, even under the present tariffs prevailing in 
the handbag industry, still greater advantages over our domestic producers. 

(6) Speaking of foreign competition, which in most cases is actually dumping, 
we quote two typical advertisements which were timed with the opening of the 
spring season in our industry and the showing of our new line of goods. These 
typical ads were in the New York Times of January 16, 1955. One was featured 
by the fine department store of Oppenheim Collins of New York and Brooklyn. 
The ad featured pictures of four handbags and read as follows: 


Hxtra special sale—Expensively mounted! Leather-lined! French calf 
handbags, yesterday they sold from $12.50 to $25--now $8.90. Imported 
French calfskins, hand-picked originally for suppleness, smoothness, luster— 
top quality! All in roomy, distinctively French styles made with unique 
French skill, attention te the smallest details: note zipper inside pockets! 
Choose versatile, fashion-important colors: Black, navy, brown, red, tan. 
Shown—only four from our superb group. 


The other ad was featured by Tailored Woman, Fifth Avenue, New York City, 
and read as follows: 


An important import scoop! Hand-crafted antelope-suede handbags, regu- 
larly $29.95 to $55.00—$22. Fortunately for you—unfortunately for the 
importer—these designer treasures, hand-crafted by a Toledo artisan “missed 
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the boat” * * * arrived too late for holiday selling, and Tailored Woman 
snapped them up to bring you second-to-none values. 


Such typical ads are usually followed by what the trade calls trade and moral 
busters which leave American producers of handbags bewildered and amazed 
and which work most demoralizingly on retailers. The following ad, which 
appeared in the New York Post of March 2, 1955, was featured by Alexander's 
of the Bronx and is a good example of this type of trade and moral busters— 

Marvelous spring buy! 400 famous-make exquisite imported calf bags.— 
Made to sell for $15 to $17.95. Famous label in every one of these leather- 
lined French handbags! Rich, gleaming, polished calfskins, with distinctive 
detailing and styling * * * all the features that have made French handbags 
s9 prized! Vanities, vagabonds, pouches * * * Tailored or dressy styles, 
with interior zippers and leather change purses. Black, navy, red, tan, 
brown, $7.99. (Also at White Plains.) 


As you will note, the ad features— 


(a) The famous French label (yes, if a handbag is made in France it is 
genuinely fashioned). 

(b) The rich-gleaming polished calfskins. 

(c) The distinctive styling. 

(d) Leather-lined with interior zippers and leather change purses. 


Another unusual ad was featured by Gimbels in the New York Times of March 6, 
1955, and read as follows: 


Nobody but nobody but Gimbels has these imported Italian cowhide hand- 
bags at these never-lower prices—$3.99 and $5.99. It didn’t happen over- 
night. Months and months of painstaking preparation plus Gimbels tre- 
menidous buying power made it possible to bring you the very finest Italian 
cowhides * * * the most e emplary Italian craftsmanship at these astound- 
ing prices. Every sleek polished handbag you'll see was made under the 
careful supervision of Gimbels own representative in Italy. This is truly 
a sensational opportunity. * * * Gimbels Italian imports are made of heavy 
top-grain cowhide leather. G'mbels Italian imports are stitched finely. 
closely for long wear. Gimbels Italian imports are camel color, polished 
to perfection. Gim e's !talian imports are reinforced at points of pressure. 
Gim"els Italian imports have sturdy, gleaming brass locks. Gimbels Italian 
imports are fitted with purse and mirror. 


Besides all the attributes ascribed to said Italian handbags, the following unusual 
features must be pointed out: 

(a) The Gimbels chain of department stores let it be known that this event 
did not happen overnight and that months of painstaking preparation went into 
making the event possible. (Department stores never take any pains to work 
with domestic manufacturers. ) 

(b) The Gimbels chain of department stores points out that this event was 
made possible by the tremendous buying power of its organization. 

(c) The Gimbels chain of department stores makes the interesting and unusual 
statement that “Every sleek polished handbag you'll see was made under the 
eareful supervision of Gimbels own representative in Italy.” 

Such typical ads are a daily occurrence and a daily feature in our newspapers 
all over the country. Whether the handbags come from France, Spain, Italy, 
Germany, Czechoslovakia, Cuba, Argentina, the Bahamas, or Japan—a latecomer 
into our field and one of our dangerous competitors—the foreign imports have 
a terrifying effect on our trade, as follows— 

(a) They demoralize consumers. 

(b) They confuse, bewilder, and “knock the wind out” of manufacturers. 

(c) They depress workers. 

(d) They cause the increase of importers. Manufacturers of handbags have 
already given up business at home and have become importers from abroad, etc. 

(7) It is said, among many other things, that further reductions in our tariffs, 
even at the expense of our domestic manufacturers and workers who may suffer 
underemployment or total loss of jobs, should be promoted in the interest of 
greater goodwill among nations and to combat communism. Is it not time for us 
to ask ourselves if with all of the billions of dollars extended to some 40 countries 
we have really made greater friends of the people of said countries and gained 
greater goodwill? The H. R. 1 bill, if finally approved by Congress and put into 
force and effect, will mean more trade for foreign competitors—more dumping of 
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handbags, personal leather goods, and leather goods novelties on the American 
market—and maybe less aid to foreign countries—but definitely more unemploy- 
ment, more underemployment, and more aid and relief for the jobless at home. 
To be more plain and specific, more trade for foreign manufacturers and more 
aid for the victims of unemployment and joblessness at home. 

Strange as it may sound, the handbag and personal leather goods workers of 
many countries, including France and Italy, are members of unions which are 
dominated by the Communist Party and like all satellite countries those unions 
are nothing but satellites of the Soviet Union party line. Are our workers at 
home to sacrifice their jobs and livelihoods in order to afford more trade for 
handbag manufacturers of foreign countries and for more Communists abroad? 

To be more plain and specific, we are for more trade abroad and more aid for 
foreign countries in need of our help and appreciative of our help, but we are 
unalterably opposed to H. R. 1, mainly and principally because the handbag and 
personal leather goods workers wish to be in a position to help others abroad. 
They can only do that if they are fully employed at home and not jobless and on 
relief rolls. Furthermore, we want to compete on a fair and equitable basis 
maintaining our union standards and conditions and our American way of life. 
We cannot compete against cutthroat competition and cannot stand further re- 
ductions in the tariffs to facilitate further dumping of handbags and personal 
leather goods and leather goods novelties on the home market. 

(8) The Women's Wear Daily of October 5, 1951, featured a photograph of 
Vineent Auriol, President of France, congratulating the French manufacturers of 
the Dofan Co.—handbags for export to the United States—which was accom- 
panied by a statement of the president of said company who conceded, among 
other things, that— 

(a) The basic salary of the French worker in the handbag industry is only 
about $100 per month as compared with the American average of approximately 
$220 per month. 

(b) Only about 4 percent of the French worker’s salary is expended for rental 
purposes as compared with about 20 to 25 percent expended by the American 
worker. 

(c) Importers of French handbags point out that although it is acknowledged 
that French workers in the handbag trade earn far less than their counterparts 
in this country, it is also indicated that any comparisons on the basis of dollar- 
for-dollar earnings alone would be both inaccurate and unfair because they 
would fail to take into account certain other pertinent economic considerations. 
Among these considerations the basic one is simply that the overall standard 
of living in France is lower than that which exists in this country. 

(@d) Factories at which the French worker is employed make available to 
him clothing and food commodities at drastically reduced prices through a coop- 
erative buying system. 

(9) The information available to us regarding the wages of foreign handbag 
workers is as follows: In England the average wage is $25; in France, $20; 
in Germany, $21; in Italy, $35; and in Cuba, $15—for a workweek of 48 hours. 

The New York State Department of Labor Market Review for October 1954 
shows that the average weekly earnings of production workers in the handbag 
industry in New York City for August 1954 was $51.11 for an average week 
of 36 hours. It should be noted that the regular hours of work provided for 
in the contract between the Manufacturers’ Association and the Pocketbook 
Workers’ Union are 37% per week. 

To the best of our knowledge, the regular working hours in Japan are 54 
hours per week. We are reliably informed that the wage rates range from 9 
to 19 cents per hour. No small wonder that Japan has dumped 44,552,000 units 
on the American market during the past 5 years. 

(10) Another item of news which appeared in the Women's Wear Daily, under 
dateline of Frankfurt, January 1, headlines the story—German leather goods 
fair in Offenbach, February 21-26—West German leather goods industry sent 
over $1 million worth to United States in 1952—Seen leading all Europe in 
production in 1953. The statements of the news item are very factual—hence, 
the present dangers are very clear. Among other things, it states that 

(a) The West German leather goods industry numbers 18,000 workers in 
the Offenbach region and 10,000 workers in the Nuremberg and Kuppenheim 
producing centers, together with some smaller places. 

(b) West Germany sold $1,300,000 worth of its products to the United States 
during 1952. 
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(c) The West German leather goods manufacturers may lead Europe in 1953 
in the production of high-grade handbags and leather novelties. 

(d) More than 2,000 manufacturers of handbags and small leather-goods items, 
such as briefcases, note cases, cigarette cases, suitcases, manicure and overnight 
cases, belts, etc.—are geared for greater export business, 

(e) The proportion of goods exported continued to rise rapidly during 1952, 
and the total of West German leather goods sold for dollars during 1952 will be 
more than double the total for 1951 when all figures are in. The 1951 figures, 
again, had doubled those of 1950, when total exports for dollars were only $300,- 
000. The 1951 figure was $600,000; and in 1952 the million dollar mark had been 
exceeded by the end of October. 

(f) The president of the West German Leather Goods Union stated that credit 
for that phenomenal rise in dollar exports must go to the American occupation. 
Some hundreds of thousands of Americans became aware for the first time of the 
high quality and the designs of West German small-leather goods. Many took 
items home with them and encouraged local stores in this country to order more. 

(11) But what about labor standards and conditions in shops of foreign com- 
petitors? Yes, what about them? In summation, this is the true picture— 

(a) Handbags, imported into the United States from France, Italy, Germany. 
Spain, England, Cuba, Argentina, etc., are priced at about one-half of the price 
at which our domestic manufacturers are able to produce similar bags. 

(b) Foreign governments, such as thpse of France, Italy, Germany, and Spain. 
are subsidizing the export of leather goods, particularly handbags, to the United 
States. This makes it much easier for foreign manufacturers to compete in our 
markets. 

(c) The making of handbags requires considerable handwork. And, what is 
more important, on all operations which require machinery, foreign manufac- 
turers use the identical type and kind of machinery used by manufacturers in the 
United States, such as clicking machines made by the United Shoe Co. for the 
cutting of leather; paring machines used for skiving of leather; electric knife 
machines used for cutting of linings; textiles, plastics, etc.; sewing machines 
powered by electric motors ; turning-in machines used for the turning in of edges : 
cementing and gluing machines used to fasten component parts in the assembly 
of the handbags. Foreign manufacturers have the use of the same machines 
as the domestic manufacturers. 

(d@) Manufacturers of handbags in France, Italy, Germany, Japan, Spain, 
Cuba, and Argentina use thousands of homeworkers who work for a mere pit- 
tance, while in the United States we have long abandoned the practice of home- 
work, and manufacturers cannot legitimately avail themselves of child and 
sweatshop labor. 

(e) Manufacturers of handbags in the United States, even when they run non- 
union shops, are forced to comply with the provisions of the wage-and-hour law. 
In foreign countries the weekly working hours are from 48 to 54, and more. By 
the way, there is no limit on working hours for homeworkers. 

(f) In the United States the majority of manufacturers and the majority of 
workers operate under union contracts. The workers are accorded paid holidays, 
paid vacations, health and welfare benefits, ete., besides job classifications and 
minimum scales of wages for the various crafts which exceed by far those con- 
ditions of employment accorded the workers of foreign countries even under 
union contracts. 

(9) The foreign competition in the handbag industry is more than unfair com- 
petition. It is cutthroat competition. Foreign manufacturers are not selling 
their handbags and personal leather goods in competition with our manufac- 
turers, they are actually and factually dumping their products on the American 
market. The danger point has long been exceeded, yet the Tariff Commission 
has done nothing about it, and we remain victims of cutthroat competition. 

(h) Our workers used to enjoy between 6 and 8 weeks of work on summer 
goods. Summer bags from all over the world are flooding our markets today 
with our own workers on relief or on the list of the unemployed. 

(i) The competition is increasing both in the total number of handbags im- 
ported as well as in the dollar value of these handbags and the volume of business 
done at wholesale by fereign manufacturers in the United States. 

The following table compiled by the United States Department of Commerce 
shows the increase of foreign dumping of leather handbags on the American 
market— 
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Women’s and children’s handbags of leather: United States imports for con- 
sumption, by principal sources, 1949-53 and January—September 1954 


QUANTITY—IN THOUSANDS OF PIECES 


| ' r 
Country | 19 | 1950 1951 1952 1953 1954! 


France | 3 | } 138 I 193 | 129 
United Kingdom he | 54 | 104 | ‘ 30 | 56 
Italy -.-- “nee - 67 | 207 

125 | | 220 } 

86 : 104 


50 | 839 | | 
| 
VALUE—IN THOUSANDS OF DOLLARS 





France hintaan Anetta cig tdi <tatied eel 57 | 506 | 1, 056 740 1,048 697 
United Kingdom..........--. - 5 7 | Sil | 156 142 | 165 
Italy .<eccubes sheet etc st. Sete ON. el 3% 415 499 | 736 | 556 
Cuba. dhsAn eel Shhke tines J 777 | 935 | 1,177 | 752 
All other 304 | 402 | 328 | 286 192 





Teed at eS 2, 961 | 2,088 | 3,389} 2, 362 





1 January to September 1954. 


To be more plain and specific, the imports from France in 1949 amounted to 
3,000, units while in 1953 we imported 193,000 units; from the United Kingdom in 
1949, 7,000 units, while in 1953, 30,000 units ; from Italy in 1949, 4,000 units, while 
in 1953, 207,000 units; from Cuba in 1949, 40,000 units, while in 1953, 220,000 
units; and from all other countries in 1949, 60,000 units, while in 1953, 104,000 
units. In 1949 our imports of women’s and children’s handbags of leather 
amounted to 114,000 units, and in 1954 they amounted to 754,000 units. 

This volume includes only handbags made of reptile and other leathers. As 
for handbags made of straws, willow, bamboo, rattan, etc., they are imported at 
tariff rates of: 

Percent tariff 
Natural straw 
Willow 
Rattan and bamboo 
Paper and part bamboo or rattan__.....-__- Oe hii al ei SiR A acca 


We have no figures available on the volume of imports of natural straw and 
willow handbags, but the volume of bamboo baskets and wood baskets and bags 
is tremendous. In 1953 foreign manufacturers dumped on our American market 
as many as 23,421,000 units of bamboo baskets and bags and wood baskets and 
bags—and all at a 50-percent tariff rate. 

Needless to say, every one of these handbags displaces a handbag that would 
have been manufactured in this country. As a matter of fact, these types of 
handbags did replace the spring and summer handbags we used to make of 
leather, textiles, and plastics. Thus, the summer handbag business—and for 
that matter, the most profitable business for summer resorts such as Miami, the 
west coast, etc.—has dwindled to a point where it is now common practice for 
— than 50 percent of our workers to walk the streets between Easter and 

ugust. 

(j) It is most important to point out the fact that our trade is a fashion acces- 
sory trade. The French and Italian couturiers still set the style. The French 
and Italian handbag manufacturers are the originators, and our domestic manu- 
facturers are mostly copyists. French and Italian labels in handbags add prestige 
= the foreign products, another most distinct advantage for the foreign manu- 
acturer. 

(k) If our manufacturers still carry on in the face of these enormous disad- 
vantages, and the total imports as against the total volume of business are still 
limited to date, it is for the following reasons: 

J. The domestic volume business or quantities of handbags ordered by retailers 
and chain stores is several times larger and more efficient production is possible 
in the United States. 

2. The domestic man output per hour is greater than that of foreign labor. 
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3. The time element of delivery from the manufacturer to the doorstep of the 
retailer is a considerable factor in allowing demestic manufacturers to supply 
the constant needs of retailers who, by the way, are not anxious to tie up pur- 
chasing power with foreign manufacturers. Deliveries are never certain, not 
to speak of possible tieups such as the recent tieup which plagued the New York 
piers and paralyzed the port. 

4. The reluctance of many of the department and chain stores to place too 
large orders with foreign manufacturers far in advance for fear that the styles 
contracted for may be picked up by commissioners and domestic manufacturers 
directly and copied before delivery of their orders from foreign manufacturers— 
all of which limits their orders abroad. 

If not for the aforementioned factors the cutthroat competition and foreign 
dumping would certainly have caused even greater hardships to domestic 
manufacturers than it has to date, 

(1) Let is be stated again and again that while the country cannot sing the 
praises of the private-enterprise system in the steel, automobile, oil, rubber, and 
electric appliance industries (for those giant industries are controlled by a few), 
the private-enterprise system continues to thrive in the handbag, luggage, and 
personal leather goods trades where it takes very little capital to start a small 
manufacturing business. In the handbag trade alone, as stated, we have more 
than 650 manufacturers of all sizes. The average shop employs between 20 and 
35 workers. Manufacturers’ capital is limited, so is their credit—hence, the 
high rate of mortality. 

(m) The wages of the workers of our trades are depressed due to the depressive 
excise tax on all items of our manufacture, as well as the cutthroat competition 
from abroad. Yet, while the wages of the workers of our trades are generally 
depressed in comparison with the other trades in the United States, the wages of 
the handbag and personal leather goods workers in foreign countries are but a 
half of the average wage of our skilled and semiskilled workers—and in most 
instances, less than one-half. 

(n) We cannot emphasize too strongly that we have been facing a dwindling 
volume of business for the last few years. The total volume of handbags sold in 
1947 was $200 million at wholesale—in 1953, only about $135 million at wholesale. 
A further reduction in the tariffs on handbags and personal leather goods would 
make for greater depression and more unemployment. 

In conclusion, the tariff on handbags made of reptile has already been reduced 
50 percent, from 35 to 17% percent; on handbags made of other leathers it has 
been reduced 48 percent, from 35 to 20 percent ; on straw, basket, and straw-woven 
handbags it has been reduced 50 percent also, from 50 to 25 percent. 

As pointed out hereinabove, we are hurt most by the importations of handbags 
made of other leathers which amounted to 298,070 units in 1951 and which 
jumped to 520,815 units in 1953, and from the importations of straw, bamboo, 
rattan, and wood baskets and bags which amounted to 23,421,000 units in 1953. 

(13) The more than 100,000 persons engaged directly or indirectly (by indi- 
rectly we mean those engaged in the processing of raw materials and accessory 
items, and in their manufacture, which go into the making of handbags such as 
leathers, plastics, flannels, paperboard, frames, mountings, locks, trimmings, 
paper boxes, thread, wrapping paper, twine, etc.) in the making of handbags 
and pocketbooks who depend for their livelihood on steady employment and a 
steady income, in whose name we speak, plead respectfully with the finest com- 
mittee of the Senate to reject any further reductions or lowering of our tariffs 
on ladies’ handbags and pocketbooks of all kinds and categories because of the 
extreme hardships we suffer today which, if increased, we shall not be able 
to bear. 


Mr. ZoKowsxy. Yes, we would rather help others than depend 
upon handouts ourselves. The bill H. R. 1 proposes to do just that. 

We are certainly cognizant of the fact that some very well-meaning 
Americans, including some spokesmen for labor, are in favor of the 
proposed administration measure, known as H. R. 1, to reduce further 
the tariffs on handbags and pocketbooks to the extent of 15 percent 
during a period of 3 years. We are familiar with the bill, H. R. 2386, 
which proposed and embodied, among other things, aid to the victims 
of foreign dumping of goods on the American market—victims of 
all kinds, both labor and employers We also know of the bill recently 
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introduced by the Honorable Senators Hubert H. Humphrey, of Min- 
nesota, and John F. Kennedy, of Massachusetts, which would provide 
for the following: 

(a) Unemployment compensation ; 

(6) New job training and transportation to new employment areas; 

(c) Setting up a loan program for industries and communities 
crippled by imports. 

Senator Martone. What page are you on? 

Mr. Zuxowsky. This is a statement, Senator, supplementing the 
brief submitted in behalf of our union. 

Senator Matong. Do you have a copy of this statement ? 

Mr. Zuxowsky. I have another copy, if you can follow it. 

Would you like to read it? 

Senator Matong. I was having trouble with your original state- 
ment here. 

Mr. Zuxowsky. I have just completed the first page. 

Senator Maronr. Well, now, up to now, do I understand that you 
are for this bill introduced by Senators Humphrey and Kennedy for 
more unemployment compensation and job training and transporta- 
tion to new employment areas and setting up a loan program for in- 
dustries in communities crippled by imports? Is that the purpose of 
your testimony ? 

Mr. ZuKxowsky. I would like to complete the statement, Senator, if 
I may. 

Senator Matong. Go right ahead, but I lost it entirely up to now. 

Mr. ZuKxowsky. I am sorry. 

We appreciate those proposed measures and in reply beg to state 
the following: 

1, Congress paid no attention to H. R. 2386 and ignored the pro- 
posed bill as if it were a scrap of paper. 

2. The House Ways and Means Carniitiee: contrary to the expec- 
tations of visionaries and optimists, never made an effort to double 
up the provisions of said bill with H. R. 1. 

3. We believe that the proposed measure by the Honorable Sena- 
tors Humphrey and Kennedy will have the same fate. 

4. We oppose the entire philosophy of more trade and less aid 
abroad and less trade and more aid at home. We insist that it is much 
better to give than to receive and we shall not be misled by the catchy 
slogans of advertising agencies. We look for substance, not for words. 

5. Many thousands of our people spend their lives in the arts and 
crafts of making handbags and personal leather goods and all talk 
about new job training is brutal and un-American, and those familiar 
with the problems of job retraining know how impractical it is. 

Senator Mavone. Isn’t that as a matter of fact, the transfer of work- 
ers to different areas in the country, really a Russian innovation? 
That is what they do, isn’t it? 

Mr. ZuKxowsky. Yes, sir. 

Senator Manone. Go ahead. 

Mr. Zuxowsky. 6. Those who talk about shifting workers from 
localities where they have their homes and families and have made 
their livelihoods making handbags and pocketbooks and place them in 
new employment areas are again unmindful of the tragedy of-break- 
ing up homes and of seeking employment in other industries as 
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learners. Those who think that it is merely a transportation problem, 
do not know what they are talking about. 

7. Those who speak about setting up a loan program for industries 
and communities crippled by imports use words which have no mean- 


ing. 

Sen; if those words mean anything they mean only handouts and 
relief as it is incredible even for the Government of the United States 
to make loans on thin air. 

The clear and present danger of foreign duet of handbags and 
pocketbooks on the American market has been stated in a simple state- 
ment of facts by one of the outstanding manufacturers of handbags in 
the United States and one who is best qualified to speak of European 
markets because of his background and experience abroad. I refer 
to the statement made by Mr. Louis J. Coblentz of Coblentz Bag Co. 
which appeared in Women’s Wear Daily of March 11, 1955, to wit: 

While the average union wage in the handbag industry in New York is about 
$2 an hour, European handbag workers received approximately 40 cents an hour. 

He drew attention to a new evil which our domestic handbag manu- 
facturers are facing, namely, American buyers take good selling 
American handbags and copy them abroad and thus, as can be readily 
seen, offer American products with the stamp of foreign countries’ 
iamous labels; having reproduced the bags for so much less which 
makes for further cutthroat competition, further depression of our 
markets and further demoralization of the trade. 

aR Matone. Do you mean that some American companies do 
that job? 

Mi. ZouKowsky. Yes, Senator. 

Senator Matons. You heard the testimony a little earlier of Mr. 
Batt, I believe, where he said he was not aware that that had ever been 
done when I asked him the question. 

Mr. Zuxowsxy. I did. am sorry that Mr. Batt is not as well 
informed as I as a layman would expect. 

The following are but a few of the highlights of our brief— 

1. In 1953 as many as 23,421,000 units of bamboo baskets and bags 
and wood baskets and bags were imported into the United States. 

2. Though the rate of duty was 50 percent, our manufacturers at 
eto could not duplicate the values of the imports to retail at double 
the price, 

3. We cannot emphasize too strongly that of the 14,395,000 wood 
baskets and bags imported into this country in 1953, over 8 million 
units came from Japan. 

Senator Martone. What you are really pointing to and all you ask 
is a fair and reasonable competitive market which would make up that 
differential in the wage standard of living and taxes and the cost of 
coing business, and with the chief competing nation ? 

Mr. Zuxowsky. Exactly, Senator, no more, nor less. 

Senator Manone. And of course it can readily be seen that 40 cents 


an hour and $2 an hour would ee come to more than 50 percent. 


Could you tell me for the benefit of the record about what percentage 
of the cost of a handbag is in the wages that the workers get ? 

Mr. ZuKowsxy. Well, I can answer you, Senator, by saying that 
basically, if you will bear with me, the handbag industry is a hand- 
craft operation. The productivity differences between the United 
States industry and foreign competition are very slight. 
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Senator Matone. Yes. 

Mr. ZuKowsky. However, as to wages, total labor costs, material 
costs and overall production costs, the foreign manufacturer is at a 
considerable advantage over the domestic manufacturer. The tariff 
rates still do not compensate for that difference. 

Senator Matonr. But in the average handbag 

Senator Lone. What is the tariff on handbags? Can you tell me 
that? 

Mr. Zuxowsky. The tariff on handbags, sir, it is 50 percent on 
baskets and bags made of bamboo and wood. On baskets and bags 
made of willow and straw, the rate is 35 percent. 

Senator Lone. Is that based on foreign value? 

Mr. ZuKowsky. No; that is based, I believe, on value here. Now, 
that is only on wood and baskets. Now on reptile 

Senator Matone. What was the 35 percent on? 

Mr. ZuKowskt. In 1938 the rate of duty on reptile leather was 35 
percent. In 1939 it was reduced to 25 percent. 

Senator Matoneg, That is leather? 

Mr. ZuKowsky. Yes. 

Senator Matone. Twenty-five percent later ? 

Mr. ZuKowsky. Yes. 

Senator Martone. The question, then, we come back to is what per- 
centage of the cost of the handbag is represented by labor; half, two- 
thirds? 

Mr. ZuKowsky. I am sorry, I am not in a position to give you that 
information. However, I can get it for you. 

Senator Marong. I would like for you to, because it would without 
doubt be at least half, wouldn’t it ? 

Mr. ZuKowsky. I think so. I would say minimum. 

Senator Matone. It would probably be more than that. 

Mr. ZuKowsky. Surely. 

Senator Matong. But if it were half, then the discrepancy between 
the 40 cents an hour and the $2 for labor would not be made up by 
a 50-percent tariff. 

Mr. Zuxowsky. That is right. 

Senator Matone. Your whole point is to have a duty adjusted con- 
tinually on the basis of fair and reasonable competition to make up that 
differential in cost represented by the wage standard of living, taxes, 
und other costs of doing business between this Nation and the chief 
competitive nation. 

Mr. ZuKowsky. That is our plea and our objective. 

Senator Martone. That is the 1930 Tariff Act, is it not? 

Mr. ZuKowsxy. Yes. 

Senator Maronr. If it were fixed too high or too low in 1930, the 
Tariff Commission was directed to go ahead and fix it where it be- 
longed ; isn’t that right? 

Mr. ZuKowsky. Yes, Senator. 

Senator Martone. Go ahead. But we did change the entire policy 
when we passed the 1934 Trade Agreements Act and took in the po- 
litical factors in Europe, Asia, and Africa, and in the measuring of 
industry, economic factors in industry here, interjecting many factors 
that the President reviews in determining what the cube sliould be 
on the overall good to the Nation. 
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Mr. Zuxowsxy. That is obviously what has actually happened. 

Senator Martone. And that is what you object to being traded off 
for some other industry. 

Mr. Zuxowsky. That is right, sir. 

Senator Matone. Go ahead. 

Mr. ZuKowsky. Our trade is in mortal fear that the tariff rate will 
be reduced further as our home manufacturers cannot produce the 
same values to retail at twice the cost. 

4. The rate of duty on leather handbags is 20 percent. The rate of 
duty on the reptile handbags is 17144 percent, with Cuba having a 
preferential rate of 14 percent. In 1938 the rate of duty on reptile and 
leather handbags was 35 percent. 

Senator Martone. What is reptile ¢ 

Mr. Zuxowsky. Snakeskin, lizard. 

Senator Martone. Oh, reptile. I misunderstood you. 

Mr. Zuxowsky. Since 1939, both of these commodities have been 
reduced—reptile handbags, a 50 percent reduction ; leather handbags, 
a 43 percent reduction. 

5. In 1949, we imported 3,000 women’s and children’s handbags of 
leather from France, and 193,000 in 1953; from the United Kingdom 
in 1949, we imported 7,000 and in 1953, 30,000; from Italy in 1949 we 
imported 4,000 and in 1953, 207,000. 

Senator Matonr. What are the wages there in Italy as compared to 
our own? 

Mr. Zuxowsky. I believe those figures will be submitted here, but 
they are substantially so much lower it doesn’t begin to compare. 

And we imported from Cuba in 1949, 40,000, and in 1953 220,000 ; 
from other countries in 1949, 80,000 and in 1953 104,000 units—or a 
total of 114,000 units imported in 1949 and 754,000 units imported 
in 1953. 

6. Close to 100,000 Americans depend directly or indirectly for a 
livelihood on the handbag industry in the United States. 

7. It should be noted that the private-enterprise system in the hand- 
bag and personal leather goods industry in the United States is an 
energetic but struggling one. The total number of manufacturers is 
more than 650 at the present time. 

8. These 650 manufacturers are competing for a total volume of 
business at wholesale of approximately $135 million. 

9. The total volume of aie at wholesale in 1947 was $200 mil- 
lion. Thus, for the last few years the trade has been on the decline, 
the phenomenal growth of population in number and age notwith- 
standing. 

Senator Martone. What you are talking about is the domestic busi-. 
ness has decreased on account of the imports. 

Mr. Zvxowsxy. The imports have contributed terrifically to that. 

Senator Matonr. Now the lower wages of 40 cents an hour that you 
mentioned at first while they are $2 an hour here, is there a substantial 
eaeee in the way these workingmen live in these countries and 
rere 

Mr. Zuxowsky. The standard of living, sir, is considerably different 
and doesn’t begin to compare with our American way of life. 

Senator Matonr. In other words, we have had an idea here in the 
last 40 or 50 years that a man working with his hands in the leather 
industry and in the mineral industry or textile industry or glass in- 
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dustry ought to be able to live in a decent house, and have good food. 

In other words, the necessities of life and a considerable number of 
luxuries are available to him, which is entirely unknown to a foreign 
workman, isn’t that true ? 

Mr. ZuKowsky. Yes, sir. The average foreign workman, I imagine, 
would be completely amazed, he just wouldn’t begin to understand 
what the benefits, what our way of life means, what the average 
leather-goods worker, his benefits working in a shop such as paid 
holidays, vacations, health and welfare benefits, pension funds, and 
so On. 

Senator Martone. Well, now you have heard testimony here of 
several witnesses, some you maybe didn’t hear. 

Mr. Hoffman of the Studebaker Co. thought there ought to be a 
progressive lowering of tariffs. Mr. Batt today testified that you 
had to continually lower the tariffs to have proper competition so 
people would work harder or try to decrease costs. 

What do you think would be the final result in a progressive lower- 
ing of tariffs? Would there be a progressive meeting, averaging 
of the living standards here and abroad, with the resulting lowering 
of our own, providing we all just kept in business and insisted on 
staying in business regardless of what we had to do to stay ¢ 

Mr. ZuKowsky. Well, Senator, I am sorry to say that I am not 
an economist. My qualifications don’t go that far, to my regret. 

But it is obvious that an irresistible force meeting an immovable 
body, that something must give, and our standards must go down. 
It seems inevitable if our manufacturers and if our workers are 
going to stay on the jobs. 

We are not going to keep up the pace that we are, the benefits, the 
standards of living, and continue indefinitely. It is just impossible. 

Senator Matonr. Then what you have to do with a progressive 
lowering of tariffs, if it is not on the basis of fair and reasonable com- 
petition, is to lower the wages and write off the investment down to 
where you meet the competition or go out of business; is that about it? 

Mr. ZuKowsky. I am sorry to say that I have to agree with you. 
In this case definitely. 

You asked before, Senator, if I may digress—I was looking for 
it while you were making your point or inquiring as to my reaction 
on the question—so far as Japan goes, to the best of our knowledge 
the regular working hours in Japan are 54 hours a week. We are 
informed the wage rates range from 9 to 19 cents an hour. 

In England the average wage is $25, in France $20, in Germany 
$21, in Italy it is $25. And in Cuba it is $15, all for a workweek of 
48 hours, whereas our workers, the New York State Department of 
Labor Market Review for October 1954 showed the average weekly 
earnings for production workers in the leather-goods industry in 
New York for August 1954 was $51.11 for an average week of 36 
hours, and of course, our industry has been depressed. 

Senator Matone. Tell us for the benefit of the record how do these 
workers compare with Japanese workers and other workers with 
which you are familiar in competency and in efficiency ? 

Mr. ZuKxowsky. Well, I val say because of the great amount. of 


handeraft production involved, that the foreign worker can produce, 
does produce and turns out a very fine product. 
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Senator Martone. Just as good and experienced workers as our own 
under the same conditions ¢ 

Mr. ZuKowsky. Yes, sir. 

Senator Matone. In other words, if an American producer buys 
into one of those firms and he takes some of these superintendents, 
foremen, he could get just about as much work out of an Englishman, 
a Scotchman, a Frenchman, or a Japanese as he could out of an Amer-— 
ican worker. 

Mr. ZuKxowsky. Yes, sir; he gets more in a sense that the workweek 
is longer. 

Senator Matone. But per hour? 

Mr. ZuKowsky. Yes. 

Senator Matone. It wouldn’t vary very much. 

Mr. Zuxowsky. Yes, sir. 

Senator Martone. Go ahead. 

Mr. Zuxowsky. Now to go back to our statement, there are 650 man- 
ufacturers competing for a total volume of business at wholesale of 
approximately $135 million. Now in the total volume of business at 
wholesale 1947, it was $200 million. Thus for the last few years the 
trade has been on the decline, the phenomenal growth of population 
notwithstanding. 

10. Our manufacturers belong to the small-business men’s group in 
the United States and a shop employing between 25 and 35 workers 
is an average size shop. 

11. Our manufacturers operate on a limited capital and one bad 
season may prove disastrous to the existence of a small producer of 
handbags. Hence, the high rate of mortality in the trade and the 
limited credit afforded them by banks and raw material producers 
and processors. 

12. Foreign manufacturers enjoy many advantages, such as cheap 
labor, unlimited number of home workers, a workweek of 48 to 54 
hours, very limited fringe benefits such as vacations with pay, pay 
for legal holidays, health and welfare benefits for workers, et. cetera. 

Senator Martone. What about industrial insurance for injured 
workers? Do they have the same protection in many of these coun- 
tries that we have here? 

Mr. Zuxowsxy. To my knowledge, they do not have it. 

Senator Matonr. Unemployment insurance? 

Mr. Zuxowsky. No, Senator; another one of the benefits that our 
workers enjoy that they don’t have. 

Senator Waa It is my information made in other studies in 
other categories that there are several countries that pay less wages 
than we pay in benefits such as industrial insurance, social security, 
unemployment insurance, and housing and other benefits. 

Go ahead. 

Mr. Zuxowsky. In many countries, foreign manufacturers are also 
being subsidized by their governments on their exports to the United 
States. In the case of France, one of the outstanding exporters of 
handbags to the United States, the subsidy given to manufacturers 
is to the extent of 10 to 12 . 

Senator Matone. How is that subsidy arranged ? 

Mr. ZuKxowsky. It is very clever. I may have some notes here and 
1 would like to give you the answer. In France they call it lump 
refund on tax and social benefits for exports toward the United States 
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and Canada. This French law gives the French handbag manufac- 
turer a rebate of 80 percent of the social charges laid to the French 
(government. 

This is tantamount to a subsidy granted by the French Government 
on leather handbags exported to the United States. Of course, this 
is a decided advantage of considerable importance that the domestic 
manufacturer has no way of overcoming. And France is one of the 
principal exporters of leather handbags. 

Senator Manone. They also have had a way, for a while—I can’t 
say for certain that they are still doing it, I never knew them to aban- 
don anything of this nature— that something they wanted an exporter 
to export to the United States when they received the dollars, the 
dollars had to be turned in to a central bank. Then they were given a 
certain number of frances for the dollars. 

Now, if they exported ane ee they didn’t want exported, 
they gave the exporter a lesser number of francs per dollar, so that it 
really amounted to a subsidy of more francs to the dollar if they 
exported something that they wanted exported to a certain point 
from France. Do you know about that? 

Mr. Zuxowsky. I have heard of such arrangements, Senator, and 
in fact one of the prominent handbag importers in New York was 
involved in some sort of a scheme like that. Of course, it was to the 
detriment of the other manufacturers of our industry and of our 
workers, members of our union. 

Senator Matonr. The whole point is that they never keep the spirit 
of an agreement. There are many, many ways of evading the issue, 
and they have had experience for 200 years in living by their wits on 
foreign trade. We meet them on an equal basis without any know!l- 
edge or experience and deal apparently as we do across the board, 
thinking they are trying to help world trade like we are. That makes 
it really a one-way street. 

Mr. ZuxowsKky. Well, it is definitely, and it applies particularly to 
our industry. Weare taking a real licking. 

Senator Martone. Go ahead. 

Mr. ZuKowsky. West Germany has a strongly developed leather 
goods and handbag industry. More than 2,000 manufacturers of 
handbags and small leather goods items, such as briefcases, note cases, 
cigarette cases, suitcases, manicure and overnight cases, belts and so 
forth, are geared for greater export business, particularly for the 
American market. , 

The figures available on West German exports are only for the years 
of 1951 and 1952. In 1951, the exports amounted to $600,000 and in 
1952 the million dollar mark had been exceeded by the end of October 
and has been on the increase ever since. 

14. The countries of Italy, Spain, and Cuba are also being helped 
by their respective governments in many ways to do a larger export 
business. 

15. The hours of labor for the handbag workers in New York City 
are 3714 per week, and 40 hours per week for workers outside of New 
York City. The workers of New York City enjoy pay fer legal holi- 
days, 1 and 2 weeks’ vacation with pay, health and welfare benefits 
including provision for old-age benefits of pensions and retirement. 
The handbag and leather-goods workers outside of New York City 
likewise enjoy pay for legal holidays, vacatien with pay, health and 
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welfare benefits to which the employers contribute between 21% and 3 
percent of the total gross payroll. 

The New York State Department of Labor Market Review for Octo- 
ber 1954 shows that the average weekly earnings of production 
workers in the handbag and leather-goods industry in New York City 
for August 1954 was $51.11 for an average week of 36 hours. This, 
of course, does not include the fringe benefits which add at least 10 
percent more to the average wage. 

The information we have regarding working standards and condi- 
tions in other countries is as follows: In England the average is $25, 
in France $20, in Germany $21, in Italy $25, and in Cuba $15, for a 
workweek of 48 hours. 

A further reduction in the tariff, to the slightest extent, in face of 
the present and real danger facing the industry would prove disas- 
trous. Yet, the administration proposes in H. R. 1 a further reduc- 
tion in the tariffs of as much as 15 percent more. 

We respectfully urge on this honorable committee the rejection of 
any further reduction, lowering of our tariffs on handbags and per- 
sonal leather goods of any and all kinds and categories because of our 
continuing extreme hardship endured today. 

Senator Matonr. Tell me why it is. It has always been amazing 
to me to see workingmen’s organizations come out in favor of free 
trade? Have you ever given this matter any thought, your own work- 
ing group, as to why there are certain working groups advocating free 
trade? 

Mr. ZuKxowsky. It is quite an interesting subject, Senator, and there 
is pro and con to it, and it has been debated, of course, back and forth. 
We have given it some thought. 

Of course, there are many labor leaders who have opinions, inter- 
ested in building up the economy of the world, and their theory, of 
course, is that eventually the balances of production and benefits will 
percolate to all sections of every hemisphere. 

However, that is theory. How it has worked out in practice so far 
is a different story, and I have heard today some reactions and some 
opinions and statements of what has been the case in fact. 

Senator Martone. Have you ever given it any thought, that maybe 
we are encouraging the holding down the wages in these foreign coun- 
tries by encouraging lower tariffs, due to the fact that that allows 
the manufacturers, whoever they are, either Americans that go there 
or the natives of that particular country, to increase their profit on 
account of the lower tariffs here, and the lower they can hold their 
wages, the difference is what they can keep, regardless of whether it is 
fair profit or a high profit or too much of a proportion of a profit. 

But if we reverted to the 1930 Tariff Act on the basis of fair and 
reasonable competition and took that difference between the wage 
standard of living and the taxes and the cost of doing business here 
with that of the chief competing nation when the product arrived at 
the wharf, caused the difference to be paid to the United States 
Treasury, then they could not increase their profit by holding wages 
down. Wouldn’t that tend these same manufacturers to encourage 
higher wages abroad so that they might increase the buying power, 
because they couldn’t keep that money anyhow? 
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They would have to pay it into the United States Treasury. Aren’t 
we just on the wrong side of the fence if we say we are trying to 
increase wages abroad ? 

Mr. ZuKowsky. It seems to me, Senator, that you are not only right 
but actually that is what has happened here in our country. Em- 
ployers through collective bargaining, through the natural flow of 
economy, have raised wages. It has meant more buying power. 

And, of course, the same workers, the same human beings, the same 
American workers who produce buy the automobiles and the hand- 
bags and the odds and ends of all the thousands of products that make 
up our economy. And it has worked out. 

We have the highest standard of living in the world today. So your 
inquiry is certainly practical, is worlinble. is happening here, and it 
seems to me that they could try it over there and put it into effect and 
not lose on it. 

Senator Matone. Now if it is true as Mr. Dulles says it is, that if 
we carry out this act properly that it will do some injury. It injures 
first the weaker and less economical units in the industry, not the large 
organizations or large investors that are not only strong enough to 
manufacture different products here, but can protect themselves better, 
but are strong enough to go behind the low wage curtain and put in a 
factory and send the stuff here. It will get the small investor first 
and the workingmen’s jobs here. 

If that is a fact, and Mr. Dulles says it is, that if the 1954 Trade Act 
were properly administered, it will hurt somebody while remaking 
the industry map to a certain extent to conform to political problems 
and factors. If that is true, is it your opinion that it will result, in an 
average standard of living throughout the world, and ours as a con- 
ee will go down if we have to meet it? 

Mr. ZuKowsky. Yes, sir, I think it is inevitable, just a question of 
time. 

Senator Marone. I have said this several times, and that is the 
reason I am really unable to support a group of workers who support 
this act. 

Couldn’t it really be called a conspiracy to destroy the American 
workingmen and the American small investor ? 

Mr. ZuKowsky. Well, I don’t like the word “conspiracy” but—— 

Senator Martone. I don’t mean that Congress has conspired. I am 
talking about the people that are behind these acts. 

Now, when we recognized Communist Russia in 1933 I don’t think 
the people, the officials who approved that recognition, had anything 
in mind but good will toward Rinses: 

I think there wers a lot of people that knew what would happen, 
that they were not our friends, when they passed this act to rearrange 
the industrial map of this country. 

When they passed this act, this was the first approach that I named 
the political approach, communism; this is the economic approach to 
destroy this Nation, and it is not the traitors in this country who are 
the most dangerous, but the people who believe it and promote it under 
their real honest belief that it is a good thing, and that in some myste- 
rious way it is going to work out all right. 

59884—55—pt. 3 —15 
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Mr. Zoxowsky. Whatever the purpose, whether deliberate or 
imaginery or because those individuals really believe that it is going 
to work out all right, as you say, Senator, the results are the same. 

The result is that the little businessman in our industry and in 
many others are feeling it. And I think eventually every one, it must 
trickle upward too ond pull down the better paid. 

Senator Maton. If this is true what you and I have developed 
here that you have to lower the wages to meet the competition or go 
out of business, I want to ask you one more question. 

Do you think that the living standard, the wage standard of living 
in this particulaar business or in America is too high? 

Mr. Zuxowsky. I certainly do not. I say not only is it not too 
high, but there is no limit to the horizon of a standard of life, of 
roe in our country. If everyone pulls together, we can go much 

urther. 

Senator Matong. Well, do you think through the inventions and 
shortening of working hours, through the inventions that enable us 
to do more work in an hour, that that results in a continually raising 
of our living standards? 

Mr. ZuKxowsky. Yes, sir. 

Senator Martone. You and I have to face this. It doesn’t make 
any difference what we think. There are a lot of people in this coun- 
try who think the wage standard of living is too high, whether you 
like it or not, or whether I like it or not. 

I ask you if you thought so because this ioe will certainly result 
in lowering it. And you heard today, and I will tell you if you didn’t 
hear it, that there is a bill before this committee right now to give 
the foreign investor another 14 percent advantage in the income tax. 
In other words, there is an advantage to taking capital abroad, using 
these low wages, lowering the duty and lowering the tax you pay. 

Mr. Zuxowsky. I heard it mentioned today. 

Senator Matong. You will hear of it. And it may pass. I don’t 
say it will. I will have to find out something about it that I don’t 
= — — or I will not be for it. oR oS 

ut these suggestions are coming fast through our Congress. 
Now you have to face it. Ifthe majority of the i in this country 
think the wage Living: standard is too high, they are promoting the 
proposition to get it back to where they think it belongs, and there 
could be some food for thought in that remark. 

Mr. Zuxowsky. Well, there is always plenty to think about on 
subjects like that. 

Senator Matone. Now, without spending too much time here, I 
think you have made a fine statement and you have certainly gotten 
runs ideas across that you just can’t compete with 40-cents-an-hour 
abor or with $2 labor with this type of an industry, or 19 cents an 
hour, or 9 cents an hour that you might find in Japan, You couldn’t 
compete with that sort of suerte, 

Do you understand that if this act is not extended, we do revert to 
the 1930 Tariff Act when there is no trade agreements on a particular 
product ? 

Mr. ZuKxowsky. Yes, sir. 

Senator Martone. That goes into effect on June 12 of this year, 
you do understand that? 

Mr. ZuKowsky. Yes, sir. 
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Senator Matonr. Now, when there are trade agreements made, 
only the President can cancel those agreements by serving notice 
on the country with which they were made, and after a certain 
stated length of time, they are subject to the Tariff Commission, you 
understand that ? 

Mr. ZuKowsky. Yes, sir. : 

Senator Marone. And then if he did see fit to cancel these trade 
permits, the Tariff Commission then can proceed on the basis of fair 
and reasonable competition to determine what that difference in cost 
is, considering the wage standard of living, taxes and all other costs 
of doing business, and in the chief competitive nation, and recommend 
that to be the tariff or duty. You understand that? 

Mr. ZuKowsky. Yes, sir. 

SenatorMatonz. Now they are limited to 50 percent, which would 
probably not be sufficient up or down, because during the last 20 years 
we have had inflation of probably 50 or more percent, which lowers 
the fixed duty in reverse proportion. 

So probably Con, would have to amend the act to give them 
more latitude, which would be a very easy thing to do if Congress 
determined to go that route again. __ ie 

Now, you are in favor of the reversion to the principle of fair and 
reasonable competition, as I understand it, in fixing duty ? 

Mr. Zuxowsky. That is correct, Senator. 

Senator Martone. And against the extension of this act? 

Mr. ZuKxowsky. That’s right. 

Senator Martone. All right. 

Mr. Zoxowsky. Thank you. 

Senator Lone. All right. Mr. John Breckinridge, Pin, Clip & 
Fastener Association. 

Do you have a prepared statement ? 


STATEMENT OF JOHN BRECKINRIDGE, PIN, CLIP & FASTENER 
ASSOCIATION 


Mr. Breckinriper. No, sir; I don’t have a prepared statement. 

Mr. Chairman, my name is John Breckinridge. I am an attorney 
here in Washington, D. C., of the firm of Pope, Ballard & Loos. I 
appear here today in behalf of the Pin, Clip & Fastener Association, 
74 Trinity Place, New York, N. Y., primarily in behalf of those mem- 
bers who produce safety pins and straight pins. 

We presented a statement to the Ways and Means Committee of 
the House on this bill H. R. 1, and would like to refer to that, which 
a at pages 1964 to 1978 of the House printed hearings. 

e basically are ae to the trade agreements programs as the 
means of setting tariffs because we feel it primarily constitutes a 
method of trading one American industry off against another. We 
think that is unsound. 

We also think it is unconstitutional, but I don’t want to elaborate on 
that. In that connection I would like to endorse the statements that 
have been made before this committee by Mr. Strackbein of the Na- 
tionwide Committee of Industry, iculture, and Labor on Import- 

rt Policy, and of Mr. Richard F. Hansen of the Allied Chemical 


Ex 
& Dye Corp., which T thought was a very excellent analysis of the bill 
and the various weaknesses in it. 
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I would like to confine myself to what we consider one of the 
most serious weaknesses of the law, if it is to be extended in any 
form, and that is the escape clause which Congress enacted in 1951 
as the result of dissatisfaction with the administration of the admin- 
istrative escape clause, and set up specific criteria for the Commission 
to follow. 

We feel that through interpretation of that act by the Commission 
and by the President that it has been made completely ineffective. 

The statement made here on Monday of this week by Secretary of 
State Dulles I think confirms the policy of the administration, which 
is transmitted to the Commission through the President’s overruling 
the findings of the Commission when they do find injury. That boils 
down to a policy that they do not intend to effectively administer the 
escape clause to prevent injury. 

The Secretary said that the intent and anticipation of the Trade 
Agreements Act, and if extended under H. R. 1, was that it would 
cause injury to many industries, and that was to be expected. 

We think that is directly contrary to the intent of Congress as was 
pointed out by Senator Millikin by repeated questioning and reading 
of the law, where the law is mandatory that no concessions are to con- 
tinue in effect if it causes injury to a domestic industry. 

Senator Maton. Now, right at that point, Mr. Breckinridge, does 
the law say that? Doesn’t it say that the President of the United 
States is the sole judge after the investigations have been made that 
the law provides as to what shall happen ? 

Mr. Brecxtnripce. The escape-clause policy laid down by Con- 
gress, which is section 6 of the Trade Agreements Act of 1951—— 

Senator Martone. What does it say? 

Mr. Breckrnrivce. Makes it positive congressional policy that no 
concession shall be allowed to remain in effect if, as the result of that 
concession, imports increase in such quantity as to cause serious injury 


to a domestic ee 

Senator MaLone. n’t it say, however, that the President is the 
final judge? 

Mr. Brecxrnriwer. Later in section 7, which is the procedural aspect 
of the escape clause, it does permit the President not to put an escape- 
clause finding into effect. 

Senator Matonr. Then why do you say it is mandatory? 

Mr. Brecxrnriner. I say the congressional policy is mandatory. 
But I will grant you, Senator, that it leaves an out for the President. 

Senator Marone. I just want to come back to one thing. This is 
going on the ninth year I have listened to statements that the Congress 
wants to do this, and that Congress wants to do that. But how do 

ou know they do if they don’t say it in the law? They leave it to the 
Preuslest of the United States, in this case to use his own judgment, as 
to whether he takes the decision of the Tariff Commission on the escape 
clause or the peril point or the om any other adviser that he 
might elect to consult. Now, isn’t true? 


Mr. Brecxrnriner. Yes, sir, that is true. That loophole has ren- 
dered the escape clause completely ineffective. 

Senator Martone. Do you think anybody could read that and not 
know the loophole is there? 

Mr. Brecxrnrwwer. The loophole is there, but I believe the Congress 
did not intend it to be administered the way it has been. 





TRADE AGREEMENTS EXTENSION 1491 


Senator Martone. Didn’t Congress write the bill ? 

Mr. Brecxrnriper. Yes; Congress wrote the bill. 

Senator Martone. Well, if you will look back through some of the 
debates, some of us continually, hours at a time, have been on the Sen- 
ate floor, and in this committee, and said just what you have submitted 
now, and that is that it is simply a joker to wet the people down for 
another year or two on the theory that they are not going to be injured. 

Mr. Brecxineiper. That is the way it has worked out, I will agree 
with you, Senator. 

Senator Matonr. You area lawyer; aren’t you? 

Mr. Breckinripgr. Yes, sir. 

Senator Martone. How can you read the bill and not know that? 

Mr. Brecxinrince. I do know it. 

Senator Martone. You knew it then; didn’t you? 

Mr. Brecxrnrivee. I think that Congress anticipated that the Pres- 
ident would only upon rare occasion reject a finding of injury and 
recommendation for relief by the Tariff Commission. 

Senator Matonz. But don’t you believe that every Senator on that 
floor knew that he could if he wanted to, under that bill? 

Mr. Brecxrnrince. Senator, I believe so, and what I am recom- 
mending here is that you either close that loophole or that you repeal 
the escape clause entirely, so that it is not held out as a farcical method 
of relief to domestic industry, which it is not. 

Senator Martone. Did you ever consider just not extending the 
act ? 

Mr. Brecxryrinee. I stated to begin with that we were opposed— 

Senator Mauonz. To the extension of the act? 

Mr. Brecxenrince. To the extension of the act, because we were 
fan apron opposed to trade agreements as a method of setting 
tariffs, 

Senator Martone. Now it could be in just an ordinary conference, 
some place of short duration, that a few people might misunderstand 
a paragraph written in a bill or that was about to be written in a 
bill. 

Do you think that it is understandable that it was not explained to 
96 Senators and 435 Congressmen, that it was left to the discretion 
of the Executive alone to make the decision regardless of what his 
aa ea one of them was the Tariff Commission—should state 
to him 

Mr. Brecxrnewer. There is certainly no reason for them not know- 
ing it now, and that is what the balance of my statement is going to 
be directed toward, that they should know it and they should do 
something about it. 

Senator Martone. Didn’t you hear debate on this subject, that it was 
very plain that that was exactly what it wasn’t intended to do, to wet 
the people down for another 2 years or 4 years so they would think 
oan oe going to get the protection that they did have under the 
1 act 

Mr. Brecxrnrince. I believe so. I testified before this committee 
in 1951 when they adopted the escape clause that I felt unless they 
em it mandatory upon the President it would be of no value to 
industry. 

Senator Maronz. If they made it mandatory upon the President, the 
weakness then would be that they make the 3-year agreement, that the 
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Tariff Commission can only through invitation reexamine it, and they 
couldn’t be invited to do it for 3 years. 

Under the act it is plain—and if anyone ever testified any plainer 
than Mr. Dulles did here a couple of days ago, I never heard them, he 
was really a good witness and for the first time I have heard a witness 
before this committee come right out and answer the question as he 
saw it. 

Mr. Breckryripee. I was very pleased to see him so honest. 

Senator Matone. And what did he say? He said, of course, there 
will be injury to some industries. His exact language is: 

I do recognize the competition, whether it is domestie or foreign, does injury, 
and it injures, first, the weaker and less economical units in an industry. 

In other words, an organization big enough and of such a nature 
that it can go behind the low-wage curtain, build its factory, and 
bring the stuff in here, is not going to be injured, they could escape 
injury. 

Mr. Brecxrnriver. The only way they could escape is to move their 
production force abroad. 

Senator Martone. Isn’t that what the act is for in the beginning? 

Mr. Breckrneriwer. I believe a lot of opponents against the act 
really propose that thing. 

Senator Matone. Of course. The objective of changing it was to 
have a fair and reasonable basis of competition where, just like fixing 
the freight rates in ICC, Congress said to them, fix the rate on the 
basis of a reasonable return on investments. Now if they had gone 
on to say you may consider other factors, that some parts of the 
country are not so well developed, there are less people, or more peo- 
ple, or whatever it is, and you may determine of your own volition 
whether or not to arrive at this reasonable return; in some instances 
you might-make a less-than-reasonable return, in some you might give 
them a more reasonable return; then you have given them factors be- 
yond the law at the present time, haven’t you 

Mr. Brecxinrince. Yes, sir. 

Senator Matone. Now, what rs did in the 1934 act, you changed 
the principle of fair and reasonable competition as a basis’of setting a 
duty, to a duty that would in the opinion of one man, the Executive— 
that the Constitution never contemplated would have anything to do 
with it whatsoever—you left it in his hands to determine international 
political factors that you might buy friends or influence perely by 
giving them a little more trade here and a little more trade there. 

Mr. Breckinriper. We believe that was wrong, Senator Malone. 

Senator Martone. I didn’t say it was wrong. I said that that was 
what they intended to do, to trade these industries off and get some- 
thing in return, for fixing up these political factors in Europe, mesh- 
ing industry in this country between agriculture, manufacturing, and 
— eT is absolutely in the bill itself. How could you misunder- 
stand it 

Mr. Brecxinrince. I didn’t, sir. I believe it was so intended that 
it actually operate that way. 

Senator ne. And it is operating that way ? 

Mr. Brecxineiwer. That is right. 

Senator Matong. Then how can people come here and say : “We are 
protected ; there will be no injury to any industry” ? 
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Mr. Dulles was a breath of fresh air in this committee. 

Mr. Breckrnripcn. We have never said that, Senator. 

Senator Matonz. You are treading pretty light. Go right ahead. 

Mr. Breckxrnriwer. Our position is that the act should not be ex- 
tended, but if this committee and the Congress decide otherwise, we 
feel that they should at the minimum clarify and strengthen the 
escape clause so that it does accomplish what I believe Congress in- 
tended in 1951, that individual product industries not be injured. 

I think Congress intended that in 1951 as an absolute limit on the 
President’s power to negotiate agreements, and they gave him author- 
ity to negotiate agreements only provided the escape clause would be 
administered effectively to stop injury when it did occur as found 
by the Tariff Commission. 

Senator Matone. They tell me there are more than 60 lawyers on 
that Senate floor, and if they intend to write anything that means a 
certain thing, they can write it. They didn’t mean it, or they would 
have written it. 

Mr. Brecxrnripes. I hope they are better aware of what is happen- 
ing today than they have been in the past. 

‘Gonataw MaLone. a, may be. I have heard testimony here that 
there is a majority of Senators that believe that this is the way to 


strengthen our allies or to keep our allies up. I think we had better 
face the subject, face the truth of this thing. 

Mr. Breckrnriner. I a, with you, Senator. That is the basis 
of our position, that if should decide to extend this act 
without clarifying and extending the escape clause and other safety 
valve provisions, then they should be honest with the public and re- 


peal those provisions, because they are not effective, they do not con- 
stitute any protection to the domestic industries, and the public 
shouldn’t be misled to think there is a provision in the law that does. 

Senator Martone. I thoroughly agree with you both on the escape 
clause and the peril point. Both are simply methods of wetting 
down public opinion. 

Now, you are aware that if you do extend this act, that the General 
Agreements on Tariffs and Trade operating at Geneva are still under 
the tent and continue to operate, aren’t you? 

Mr. Brecxinrives. They would continue to operate whether you 
extend the act or not. 

a Matong. How could they operate if you didn’t extend the 
act 

Mr. Breckinrinpce. Well, the General Agreements on Tariffs and 
Trade, and all other trade agreements that have been negotiated, 
would continue in effect indefinitely. 

Senator Matone. That is correct, but they wouldn’t continue to 
make more agreements. 

Mr. Breckrnripen. No, the President could not make new agree- 
ments. 

Senator Matonsz. Not the President, the President never did make 
agreements over there. The General Agreements on Tariffs and Trade 
is an organization of 35 to 50 nations, no one ever really knows exactly 
how many, and they make these multilateral agreements between na- 
tions, and then, of , with the most-favored-nations clause every 
nation is entitled to the fit of whatever reduction in tariffs this 
nation gives another nation, and they have continued to operate since 
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1947, and have a multitude of tariffs interwoven multilaterally, 
haven’t they? 

Mr. Breckrnrinee. Yes, sir. 

Senator Martone. And they are effective? 

Mr. Brecxinripee. But an even more important point is that they 
have a multitude of general regulatory provisions which affect our 
international trade other than the specific provisions on specific tariff 
rates, 

Senator Martone. All right. But if we don’t extend this act they 
fall on their face, don’t they? They can’t make any more agreements 
or any more regulations? 

Mr. Breckrnrincr. They would stand in the same category that they 
stand right now. ’ 

Senator Matong. You would freeze them right where they are? 

Mr. Brecxrnrince. That is right, they could not make new agree- 
ments, 

Senator Martone. That is right. 

Mr. Brecxtnriner. But all of the old ones would remain in effect, 
and they have already got provisions on over 90 percent of our trade. 

Senator Matong. And unless the President of the United States 
serves a notice on the country with which we have made an agreement 
for cancellation; isn’t that true? 

Mr. Brecxrnrivce. That is true. It is not likely he would do that 
unless the Congress specifica]ly directs it. 

Senator Marong. I don’t know that, and neither do you, because 
the President of the United States—I am not going to try to si 
for him, but lots of people do—I believe he is a law-abiding citizen, 
and if he saw that this Congress did not believe that they should 
to continue to transfer their constitutional responsibility to the Presi- 
dent ? the United States, the Executive, he might change his attitude 
entirely. 

I think he would. So if he didn’t change his attitude, at least they 
can do nothing further to you; is that right, sir? 

Mr. Brecxrnrinee. To most of us they have already done almost 
the maximum. 

Senator Martone. I want you to answer this question. 

e we don’t extend this thing you freeze them in their tracks; don’t 
you 

Mr. Breckinringe. Yes, Senator. But the reason for my comment, 
if I may elaborate on it, is that many commodities have been cut the 
full amount authorized and practically the full amount that would be 
authorized under H. R. 1. 

Their principal problem is to get out from under. They are being 
injured they are being driven completely out of business, some o 
them. 

But if we merely let the law expire and do nothing else, there will 
be no remedy for it. 

Senator Matong. You are not recommending this with this amend- 
ment of yours, you are just simply saying—well, you would if you 
could escape from it? 

Mr. Breckrnrings, No; the amendment that I am going to propose 
to the escape clause would be required whether or not you extended 
the Trade Agreements Act, because the escape clause is permanent 
legislation, and would continue im effect even if you did not extend 
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the act and industry could still seek relief under effective, clarified 
escape clause if the Congress should enact it. ' 

But even if they don’t extend the act, if they are going to give 
relief to domestic industries that are hurt, they would have to 
strengthen the escape clause. 

Senator Matone. Well, if you strengthen it—the escape clause— 
and make it mandatory, you would just be preventing the President 
from hurting you because he thinks it is good for the country. 

Mr. Brecxrnriper. No; it already hurts. It is giving us a mecha- 
nism whereby we can go before the Commission and prove our case 
and get relie?, 

Senator Martone. But he couldn’t continue to hurt you if he thinks 
it is for the good of the country if you had a mandatory clause, if the 
Tariff Commission after investigation said that the tariff should be 
raised, then he would have to raise it, that is what you want ? 

Mr. Brecxinriper. I agree with you, Senator, except that in many 
cases he has already hurt us as much as he can, and no new agreements 
would hurt us any more. Our principal concern is escaping from the 
injury already caused by the negotiations and the tariff cuts already 
made which would continue, 

Senator Ma.tone. You want this new escape clause passed even if 
we do not extend the act? 

Mr. Breckrnriper. Yes. The amendment to the escape clause has 
nothing directly to do with whether you extend or do not extend the 
act. 

Senator Lone. Senator Malone, I believe it would be well to let the 
witness just proceed far enough to see what he is proposing. I under- 
stand your views, but I am trying to get the witness’ views on it. 

Senator Martone. He has no written statement, and that is the 
reason I have no compunction in interrupting him. 

Senator Lona. If you will let him proceed, we may see what he 
means. 

Senator Martone. I a with you. 

Mr. Breckenriper. To restate our position with respect to the 
cores clause and other selene rovisions, we feel that they must 
be clarified and strengthened, and if they are not, in all honesty, the 
Congress should repeal them and put the whole responsibility on the 
President, the State Department, as it actually has been, and not 
mislead the public and industries into feeling that there is a provision 
in the law which will provide them relief, when there really is not. 

Senator Matone. Then you would leave no discretion to the Presi- 
dent at all. Whatever the Tariff Commission decided in that regard, 
he would have to do? 

Mr. Breckenrivce. That is correct, sir. 

We think any finding of the Commission and recommendation for 
relief should be reported to the Congress, and that it should go into 
effect within 60 or 90 days, provided Congress does not overrule that 
with a resolution. 

Senator Maton. You are practically back to the 1930 act except 
that the Tariff Commission is still handicapped, and can only consider 
it when the President requires it or asks for it. 

Mr. Breckenrince. No; the Tariff Commission could consider an 
escape-clause action or an application of an individual party, or upon 
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their own motion, or at the request of this committe, or at the request 
of the House Ways and Means Committee. 

Senator Martone. That is your amendment? 

Mr. Breckenrivce. No; under the escape clause they could consider 
it, but the consideration never results in anything. 

Senator Matone. But under your amendment their findings would 
be mandatory ? 

Mr. Breckrneince. Right. 

I would like to devote the balance of my statement to one of the prin- 
cipal reasons we believe that the escape clause has been ineffective. 

That is the interpretation that the Tariff Commission has placed 
upon the words “injury to domestic industry producing like or directly 
competitive products. 

When Congress enacted that into law in 1951, we feel that Co 
intended to protect the labor, management, and capital devoted to 
producing the product on which a concession had been made and which 
was being imported and causing injury. 

i is the very heart of the escape clause, injury to domestic 
industry. 

Injury to what? Well, now by interpretation the Tariff Commis- 
sion over the past years has interpreted that in such a way that if a 
group of companies producing a given product—pins in this case— 
are making a profit on other products, there is no injury even though 
they may be forced out of business entirely in the product in question. 

o illustrate the problem—— 

Senator Matone. Right at that point, that is not the only thing we 
are considering. You are making an overall profit, and if it should 
be of greater benefit to the country in the judgment of the President 
to allow the pins and needles to come in here, the fasteners, why, then 
without regard to the fact that you are making a profit or not, he can 
still let it come in under the present condition, can’t he? 

Mr. Breckrnrinen. The President has that authority. I don’t 


believe the Tariff Commission has that authority under the law. I 
think they may sometimes usurp it. 

Senator Matone. The President has it? 

Mr. Brecxinripes. The President has it. I don’t believe the Tariff 
Commission has it. They are supposed to make a finding of fact as to 
whether ms es are causing injury. 

LO 


Senator ne. But he may or may not take it, that is true. 

Mr. Breckrnriper. Yes, sir. And he has in fact turned most of 
them down. I think in the ones he has approved, relief would have 
been granted whether here had been any escape clause or not; I think 
they were granted for certain defense or other compelling reasons 
that have nothing to do with the escape clause or the extent of the 
injury. 

et Mavonr. He is entitled to do that under the act; isn’t that 
right 

r. Breckrnriner. That is right. 

To illustrate the significance and importance of this problem of what 
did Congress mean by “domestic industry” I would like to read from a 
minority decision by the present Chairman of the Commission, Bors- 
sard, which was rendered in the wood-screw case in March of 1953. 

In that case there were only 4 Commissioners perticipebing, 3 Com- 
missioners found that there was no injury, and considered the profit 
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of the company’s employment, and so forth, with respect to other 


commodities. me 

Commissioner Brossard dissented and found that there was injury 
and recommended relief, and commented on this question of the 
meaning of “domestic industry.” ; 

Senator Lone. I am going to be forced to interrupt the witness at 
this point. 

There is a record vote, Senator Malone. 

I will recess the committee until 6:30. 

Senator Marong. Could I ask, whether it is the intention of the 
committee to hear all the witnesses here, or to complete this witness’ 
testimony and start again in the morning? 

Senator Lone. I believe it is the desire of the chairman that we try 
to keep the schedule of witnesses as originally made, because there 
are other witnesses scheduled for tomorrow morning. 

Senator Maton. I would merely say, Mr. Chairman, that we have 
too long a list of witnesses, and if we try to force all of them through 
it is going to mean a night session of the committee. 

Senator Lone. We will be in recess for the next half hour. 

(Harteed , ‘ 

Senator Lone. The committee will come to order. 

Mr. Breckinridge, will you continue? 

Mr. Breckrnriper. Mr, Chairman, I was just beginning to read 
from Chairman Brossard’s minority opinion in the wood-screw case. 
This begins at page 16 of the mimeographed copy of the Commis- 
sion’s report: 

The domestic industry in this case is the group of domestic productive units 
that make wood screws of iron or steel. Such wood screws are the only product 
under consideration in this investigation. It is the “like or directly competitive 
domestic product” and the only one domestic product which the law indicates is 
to be considered in this case. 

All that may be properly considered under the law and under the orders in 
this investigation are those factors which are directly and inherently part of 
the operations in the production and sale of wood screws of iron or steel. 

If, therefore, the domestic production and sale of wood screws of iron or steel 
in the United States market are being seriously and adversely affected as deter- 
mined by the facts with respect to the criteria of the escape-clause provision 
(sec. 7 (b)) of the Trade Agreements Extension Act of 1951 cited above, it would 
follow that such a finding should be made that the “domestic industry” pro- 
ducing such wood screws is being seriously injured. 

Were this phrase “domestic industry” to be interpreted as including the profits 
on all other products such as rivets, handtools and builders’ hardware, and so on, 
that might be produced by these same concerns that produce wood screws, as long 
as the companies, though losing money on wood screws of iron or steel, were 
making such other products at a profit and the company was making an overall 
profit or could find some other alternative profit, few claims of injury would be 
allowed as a result of escape-clause investigations. Under such an interpreta- 
tion, a great part of domestic production, article by article, might be forced to 
stop by the destructive competition of imports and, if the manufacturing com- 
panies turned to importing and made good profits at it, they would be adjudged 
to be uninjured as a “domestic industry.” Such an interpretation of this “do- 
mestic industry” phrase in the escape-clause law would practically nullify the 
escape-clause provision in trade agreements as a possible remedy of serious injury 
and in effect would almost, if not entirely, void the escape-clause provisions of 
the Trade Agreements Extension Act. 

This is clearly recognized when it is recalled that perhaps 90 percent of all 
manufacturers and at least 90 of the farmers of the country produce 

product but a variety of products, sometimes many different 
Same plant and, in the case of farmers, on the same farm and 
even on the same plot of ground in different years, as well as different kinds 
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of livestock, such as dairy cows, chickens, ducks, geese, horses, sheep, and beef 
cattle. Such an interpretation would say to farmers: “No relief for you from 
excessive imports of butter, cheese, wheat, wool, and so on, because you are 
making, or can make, satisfactory overall profits on other products of your 
business, such as whole milk or beef cattle or sheep or wheat or sugarbeet, or 
other crops of livestock.” No relief would be granted for any of the thousands 
of individual chemicals as long as the chemical industry was making satis- 
factory overall profits. The same with textiles, pottery, glass, steel, woodwork- 
ing, machinery, machine tool, metal fastener, and many other industries. 

To thus permit imports to take over the United States market one product at 
a time, because the domestic producers may have found or may be able to find 
alternative products that they can produce at a profit, may result in allowing 
imports to take over the domestic market for many articles produced in the 
United States if imports of such articles are able to enter in constantly increasing 
quantities over the lowered concession tariff rates and no relief under the 
escape clause is available. “Divide and conquer” is an old policy and an effective 
one if permitted to operate. 

Members of the Commission differ— 


I would like to call particular attention to this— 


Members of the Commission differ in their interpretation of this phrase in the 
law. It, therefore, should be clarified and made much more specific by defini- 
tion or otherwise so that the objectives of the Congress and the President will 
be accomplished under the law. Unless this is done, domestic producers will be 
discouraged from hoping for relief from serious injury from excessive imports 
and the escape clause may become a sham and a delusion. 

It is our contention that in line with previous decisions and the 
more recent decisions of the Commission that what Commissioner 
Brossard has predicted has actually come to pass, that by that inter- 
re and others which I won’t go into, the escape clause has 

een rendered completely ineffective, and even where the Commission 


has found inj wry the President has slapped them on the hand and said, 
] 


“This is not rea 
of 1951.” 

I would like to supplement that with the specific experience we had 
in the pin case, which followed this case. 

In the pin case, there are eight manufacturers of pins. All but 
one of them produce other, but unrelated and varying, products in 
each company. Their production of pins, if you take all eight com- 
panies, the total of business is a relatively small percentage of the 
total business. Some of the companies are large, such as Scovill 
Manufacturing Co., which is one of the Big Four brass companies 
in the United States, others are smaller, and it runs down to small 
companies, such as the Union Pin Co., which produces nothing but 
ns. 

; Under this interpretation which the Commission has followed 
if General Motors should buy out the Union Pin Co., then General 
Motors and all their business becomes part of the domestic industry 
erm | pins. That is how ridiculous it is. If General Motors 
1ad bought out the Union Pin Co., then in determining an esca 
clause case with respect to pins, they would have to inquire under this 
interpretation into the total business of General Motors. 

That is what they did with the companies existing, and it doesn’t 
seem that Congress intended “domestic industry” to mean one thi 
if by happenstance the producers are producing something else, an 
another thing if the producers produced only that commodity. 

Senator Martone. Then, under that conclusion, if that happened 
to be another pin company that could only produce pins, it would be 
a little rough on their Tabane. wouldn’t it? 


y injury to the industry as meant in the escape clause 
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Mr. Breckrnriper. It already has been. This one company had 

Senator Matone. I mean, they would have to go out of business on 
that theory, because one pin manufacturer could continue, because 
they have an overall profit on all their products ¢ 

Mr. Breckrnrince. This one pin company has been forced to con- 
vert from producing pins to importing and distributing imported 
pins, the small business that has been years in the pin business, and 
rather than go out of the pin business and do nothing, Oe busi- 
ness is all he knows; if he can’t produce them at a profit he will import 
them, because this situation forces him to, not because he wants to. 

Senator Matonr. Now, after you have followed that objective for 
a considerable time, and many other industries, several hundred other 
industries, go the same route and they become distributors of a prod- 
uct and not producers, how could you get capital to go into a business, 
to go back into the producing business, a few years hence, under 
the situation as it now stands? 

Mr. Brecxrnrines. You couldn’t, Senator, and that is exactly what 
is happening. These companies—for the most part, they are rela- 
tively small companies—if they are in a business, if they are going to 
stay in that business and protect their distribution system, which in 
itself is a big investment, they have got to quit producing and import 
and distribute to the same customers. 

That is happening in the pin business, it is happening in bicycles, 
it is happening in wood screws; those companies which have a nation- 
wide distribution setup, they are not going to go out of business 
entirely; they say: “If 1 can’t produce them at a profit I will import 
them.” And the Commission says, “That is part of the industry, you 
are not injured, because you are importing instead of producing, and 
making a profit.” 

Senator Mauonr. Isn’t that a logical conclusion as to what the act 
intended? In other words, we are buying a product, the dollars are 
going abroad, and there is a political situation there of making friends 
and influencing people and, according to Secretary Dulles’ testimony, 
isn’t that is what is intended ? 

Mr. Brecxrnringer. I believe that is what some people in the State 
Department and other departments in both administrations intended. 
I am not going to believe that Congress intended that yet. 

Senator Matonr. What you are actually doing is imputing to Con- 
gress a lack of understanding of the things they passed? 

Mr. Breckrnrings. I actually believe that there is a lack of under- 
standing among the Senators and the Congressmen as to how this has 
actually been administered by the State Department and within the 
Tariff Commission. 

Senator Maton. Now, you come back to how it is administered, 
when it is the way it is written. 

Mr. Brecxrnriner. I still believe that many of the Senators and 
many of the Congressmen sincerely intended the escape clause to work 
oleae ee it has not. 

What I am trying to point out is that it hasn’t worked, and it 
won't work unless clarified and strengthened. 

_ Senator Matone. You are being kind to us, I am sure, but a major- 
ity of them could not have understood it that way, because the thing 
is so clear, Now, let’s face it. 

In 1934 the act was passed without any escape clause. What some 
people tried to do in putting in an escape clause—I am not sure they 
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all tried to protect the public, but at least they tried to put something 

in it that would make it appear that they were trying to protect the 
ublic. 

. Mr. Brecxrnrince. May I comment on that? 

Senator Martone. Yes. 

Mr. Brecxrnrinee. The escape clause came in, or the escape-clause 
theory, in 1940, when the State Department started inserting an es- 
cape clause in their new bilateral agreements. 

eau Matone. They didn’t start inserting them, the escape 
clause, in bilateral agreements ; Congress took note of it. 

Mr. Brecxryrince. Congress didn’t take official note of it until 1951. 
In the meantime, there were several small agreements, and in the 

ment with Mexico in 1953 there was an escape clause comparable 
to the one that was included in the General Agreements on Tariffs and 
Trade, negotiated in 1947. And the President set up a procedure 
under Executive order for the Commission to administer that. But 
it was so ineffective, and the Commission wouldn’t even grant hearing 
on the cases, and finally Congress said: “We have got to write an 
escape clause in the law and write the criterion for administering it.” 

I Saieve the Congress intended it to work. But the people who 
administered it were not ns with the intended objective and 
went right on with the same ony I believe the administrative 

ple who put the escape clause in there, in the first place, did not 
intend it to be effective and had no intention of its ever being really 


used effectively by domestic industry, but did it to take off the pres- 
sure of industry, and said: “You don’t need to worry about our mis- 
takes, because we have an escape clause.” But it never worked. 


Senator Martone. And then Congress wrote it with a loophole for 
the same reason. 

Mr. Breckrnriner. I can’t go along with that. I still believe that 
Congress intended it to be effective. 

Senator Maronr. You shouldn’t. But I am sitting there on the 
floor and hearing the debate. 

Yow, no one could believe in reading this bill through, this act, 
that anyone but the Persident is the sole judge as to whether or not 
the escape clause or the peril point is used. And the peril point is 
even more ineffective, because if the State Department adopted what 
the Tariff Commission finds as a peril point, that is, the point below 
which if the tariff it injures the industry, and used it—which they 
did not do very often—they have a 3-year ent, and therefore 
any escape that the other nation uses that we have also enumerated as 
manipulating currencies and having exchange its or import 
bom there is nothing they can do about it, is there, in the 3-year 
peri 

Mr. Brecxinriper. Well, yes; the escape clause can become opera- 
tive immediately—— 

Senator Maronr. I am saying that they can’t change that agree- 
ment except through the escape clause which is, in itself, ineffective. 

Mr. Brecxrnriper. That is right. But I believe Congress can 
so amend it to make it effective—I hope it will amend it. 

Senator Martone. Of course it could. But when you amend it 
so that it could be brought up‘expeditiously and mandatorily, there 
is no longer any use for the 1934 Trade Agreements Act. why 
don’t we say: “Let’s pull all these trick organizations out of our busi- 
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ness by withdrawing our markets from the international poker game 
and going back to a basis of fair and reasonable competition ?”— 
which is the thing you are trying to say you want an escape on anyway. 

This is the first move, the first logical move, to get on a fair and 
competitive basis, allowing this act to expire isn’t it? : 

Mr. Breckrnrivee. Senator, allowing the act to expire, I still 
contend, would not accomplish it. Even section 336, which you 
referred to, and on which I agree with you, section 336 would not 
become operative on any commodity that is in a trade agreement. 

Senator Marone. That is right. 

Mr. Brecxinriwcr. And the items in trade agreements cover over 
90 nt of the items that are of any significance in foreign trade. 

enator Martone. I would like very much to see that tried on the 
President—I am sure he would come through—lI am sure that if the 
Congress of the United States wants to revert to the Constitution 
of the United States on the basis of fair and reasonable competition, 
adjusting these flexible import fees, having the Tariff Commission, 
their own agent, do it, I don’t believe he would be hard to convince 
in canceling these agreements. 

Mr. Brecxinriper. You have more confidence in the President than 
I do with respect to this particular problem. 

Senator Manone. I have a lot of confidence in him, because as 
long as Congressmen have voted for this thing for 20 years, both 
Republicans and Democrats, why should he believe that they want it 
any different? 

r. Brecxinripce. If you would just let the act expire, I don’t be- 
lieve he would interpret it that way. 

Senator Matone. There would be no other interpretation. If we 
wanted it, we would extend it. 

Mr. Brecxtnriper. If you want to cancel the agreements and go 
back to the section 336 flexible tariff, I think you would have to legis- 
latively nullify the trade agreements. 

Senator Maton. Then I say this to you: If there is one thing which 
would make this Congress take this up and bang it in the nose, it is the 
President’s refusal to cancel a trade agreement that was actually 
doing harm. 

Mr. Brecxrnriver. It is my position, Senator, that even if you 
let the act expire, you still must restore section 336 by striking out 
the second sentence of section 2 of the Trade Agreements Act of 1934, 
and you would have to amend the escape clause to provide relief for 
those industries note 2 in a trade agreement. 

Senator Martone. Well, I understand exactly what you are saying, 
and that would be one method of doing it. But if you just allow this 
to expire, just sit still and pass nothing, then anything upon which 
there are no trade ments reverts to the Tariff Commission. Do 
you agree with that 

Mr. Brecxrnriwer. I don’t think it does revert to the Tariff 
Commission—— 

Senator Martone. On which there is—— 

Mr. Breckrnriwex (continuing). But there would be trade agree- 
ments even if you let it expire. And section 336 wouldn’t siete t 
95 percent of the commodities. 

nator Matonr. Wait a minute. I am talking about that 5 per- 
cent, or whatever it is. In other words, where there are no trade 
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agreements on midnight, 1 minute after midnight of June 12 of this 
year, if we do not pass anything here, then they revert, those products 
revert, to the Tariff Commission ? 

Mr. Brecxinrwwen. Those 5 percent. 

Senator Matong. Whatever there is; if it is 2 percent, or 1 percent, 
or 10 percent, whatever it is, you agree with that? 

Mr. Breckrnringe. Yes, sir. 

Senator Matong. All right. 

Then if the President of the United States shall serve notice upon 
the country with which the trade agreement was made on pins, we 
will say, then that reverts within a certain time, whatever the specified 
time is; do you agree with that? 

Mr. Brecxinrince. That reverts, so it is eligible for relief under 
section 336. 

Senator Martone. Well, look, all I am saying is that it reverts to the 
Tariff Commission on the basis of fair and reasonable competition. 

Mr. Brecxrnriper. No, sir, Senator. In my opinion, that does not 
happen, because section 336 is again merely a mechanism by which the 
Tariff Commission can determine the difference between foreign and 
domestic costs—— 

Senator Maronz. That is right. But if this thing expires, there 
is no other law except where there are trade agreements made, and 
the provision is made so the President can cancel those trade agree- 
ments, and when he does they revert, do they not, to the Tariff 
Commission ¢ 

Mr. Brecxinrince. No, sir. Even under section 336 the President 
can overrule the Tariff Commission, the same as he can under the 
escape clause. 

Senator Martone. No; he can’t. He can overrule it, but he can’t 
consider the factor of international affairs and change it. 

Mr. Brecknyrmer. He can refuse to put it into effect. 

Senator Mavone. Yes. But don’t tell me the President of the 
United States would refuse to put it into effect, because he can’t 
manipulate it. _ 

Mr. Brecknyrmen. He hasdoneso. We had a case in the early part 
of the 1930's on fluorspar, and I believe the Commission found—— 

Senator Martone. But you don’t know—— 

Mr. Brecknuykinee (continuing). A difference in cost of production, 
and they recommended an increase, and the President did nothing; 
he didn’t even publish the report. 

Senator Matone. I just don’t talk plain, I guess. 

I said he could refuse to do nothing, to do anything, but he can’t 
change their recommendations and put a change in effect. In other 
words, if they reported that they want a certain tariff under fair and 
reasonable competition, under section 336, and recommended to the 
So he can refuse to take action, but he can’t cut it in half, can 
ie ¢ 

Mr. Breckrnrince. I don’t believe he would take action, and still 
we get no relief. 

Senator Matone. Will you answer my question: He can’t cut it in 
half and put the half in effect, can he? 

Mr. Breckrnrinee. It can be done under section 336. 

Senator Marone. It never was done, was it, to your knowledge? 
And I don’t believe it can be done. 
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Mr. Breckryrivce, Yes. Under section 336 he can lower a tariff 
by 50 percent. 

“ Senator Matone. The Tariff Commission; not the President? 

Mr. Breckrnrince. Yes, sir; the President. 

Senator MaLone. Wait a minute. 

If the Tariff Commission recommends a certain amount to the 
President, he can refuse to put that into effect, but he can’t cut it in 
two or lower it without consulting them, can he? 

Mr. Brecktnringe. That is take. 

Senator Martone. That is all I asked you. 

Mr. Brecxtnriper. Let me explain what I meant. 

Senator Marone. I know you didn’t understand me, but I want the 
record clear, that the Tariff Commission, first, under this section, has 
no alternative but to do it on the basis of fair and reasonable compe- 
tition, that difference in cost; that is true, isn’t it? They have no 
factors they can consider except cost ? 

Mr. Brecxtnrivce. And whether they are like or similar articles. 

Senator Matoner. My friend, we can both read. That is what the 
law says: that an article, that same article or a like article in the com- 
petitive ere but when they are Senne it, they can only do it 
on one principle, and that is laid down by Congress in that act, and 
that is on the basis of a difference in cost, isn’t it ¢ 

Mr. Brecxinriper. Under section 336, yes. 

Senator Maton. Now, let’s simplify this thing. That is what is 
the matter with this 1934 act, there is too much language, and it means 
nothing. Now, if they then make that recommendation on that basis 
of difference of cost, and they recommend that amount on any article 
to the President, he can refuse to take action, but he can’t say, “I 
will cut it 10 percent and put that in,” can he ? 

Mr. Brecxrnrinee. No, he can’t. 

Senator Martone. That is all I have been asking you. 

Mr. Brecxtnriner. My only point is that even if you don’t extend 
the ams section 336 still will not give relief to the industries that need 
relief. 

Senator Martone. If the President wants to do it, if he falls into the 
spirit of Congress, and Congress refuses to extend this act, then he 
can do it if he wants to, couldn’t he. He could cancel any agreement 
that he wants to with a foreign nation by merely a communication 
to them, and after a certain limited time it reverts, and then the Tariff 
Commission can do exactly as they have beén doing for years, they 
can make that determination on the basis of the only principle Con- 
gress laid down, and that is the difference in cost, and recommend it as 
a duty. The President can then do one of two things: he can refuse to 


recognize it, or he can put it into effect as they recommend it. Isn’t 
that true? 


Mr. Brecktnringe. Yes, sir. 

Senator Marong. All right. 

Mr. Brecxinripge. If we were going to go to that I would want to 
amend section 336, 

Senator Marone. Well, that is another day. I think what you 
would have to do is give them more than a 50 percent latitude, because 
over a period of 20 years we have more than cut in half the value of 
the money, which of course you know. You have been a student of 

59884—55—pt. 3—16 
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thisthing. And you know that the devaluation loan cuts more than in 
half the effectiveness of any fixed tariff, not ad valorem, but fixed 
tariff, that is true, isn’t it? 

Mr. Brecktnringe. Yes, sir. 

Senator Matong. So that the 50 percent leeway that they have, 
considering also that many of these products have been cut 50 percent, 
and then another 50, which makes 75 percent, the chances are the 
Congress has got to amend that section 336. It is a simple matter 
once you are rid of this thing. But if you insist on extending this 
monstrosity 

Mr. Brecxrnrince. I don’t Senator. 

Senator Matone. Well, you do if you are going to amend it. 

Mr. Breckrnrivce. No, you can amend the escape clause. 

Senator Matong. Why do you think it is necessary to amend the 
thing if the way out of it really is to back out of the whole thing? It 
would be very easy for Congress, then, instead of trying to pass a 
thing like this—and I don’t object to its passage, if we didn’t extend 
the other—but why go to all the trouble when all you have to do is 
take charge of the original setup. 

Mr. Brecxrnrineg. Senator, bathed we agree. But I must come 
back to explain our position—— 

Senator Maton. I understand. 

Mr. Brecxinrivce. That merely letting the act expire won’t do it. 
We have got to do something. And I think we have got to do it 
at this session, something to Pern industries to obtain relief. And 
I think one way to do it, until the President decides—which is doubt- 


ful—to cancel the agreements—is for Congress to clarify and strength- 


en its own escape clause, which it intended to be effective, naturally. 

Senator Martone. I am coming to the conclusion that I have more 
confidence in the President of the United States than these industries 
do. The only thing is, he has been led to believe for over 22 years that 
both Republicans and Democrats believe in this thing because they 
voted for it. Now, how can you blame him for taking it seriously 
and carrying it out, in accordance with Mr, Dulles, who is also a 
Republican, advising him how to do it? If you let this thing expire 
the President of the United States will talk turkey with you. 

Mr. Brecxrnrinez. I think that the President has known what 
he has done when he has turned down these cases where the Commis- 
sion has found injury. I think he recognized, as Secretary Dulles 
has, that it has caused injuries to those ‘idaattine. 

Senator Matone. I think Secre Dulles is running it all—or 
not Dulles, the second or third echelon is running it. 

Mr. Brecxrinriper. I don’t think ignorance is any excuse. I think 
Congress should say they intend this to be effective and make it effec- 
tive by making the decisions final until Congress overrules it. 

Senator Martone. You are absolutely right. It is Co ’ respon- 
sibility, but they shifted it because there was a lot of trouble. Some of 
them thought, I am sure, that there would be less trouble in answering 
their mail by shifting it to the Executive and having nothing to do 
with it. As a matter of fact, I have had that said to me before I 
came to the Senate. That doesn’t excuse them from the responsibility 
of doing the job under the Constitution. And I think the people of 
this country, once they realize what Congress is doing and the full 
import of it, will mighty soon see to it that they do it. 
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Mr. Brecxrnriwer. I think Congress should be fully cognizant of 
it now, in view of Secretary Dulles’ testimony, and 1 am confident 
that this Congress will do something to provide relief for industries. 

Senator Matonr. My friend, witness after witness has come before 
this committee in the last 2 weeks, and the witnesses didn’t know it, 
they didn’t know what would happen if this expired, they didn’t 
know what happened before they passed this act, because all they 
want to do is come in and duck their heads and see if they couldn’t 
get some amendments to this bill to let them live 1 more year. 

Mr. Breckinripce. We think we know what will happen, Senator. 

Senator Martone. You go ahead. I think you are making a good 
witness, but I was arguing with you because I think you do under- 
stand it, and I wanted to get the record straight. 

Mr. Brecxinriver. Mr. Chairman, to go ahead with our experience 
in the pin case, I outlined that the eight companies producing pins 
also produce other products. Now, we had originally filed an appli- 
cation for relief under the escape clause in December of 1952, to 
the Commission—we submitted what we considered under the escape 
clause in the law all the information that was necessary to reach a 
conclusion. The Commission came back to us with a letter and said 
that in effect they would consider our application as not properly 
filed unless we submitted additional information with respect to the 
production of each company on unrelated items such as automotive 
parts, window chains, and many others that these companies produced. 
Therefore, we withdraw the application and did nothing. 

Later, in September of 1953, we reapplied. And at that time the 
Commission investigated, ordered investigation No. 28 with respect 
to straight pins, and investigation No. 29 with respect to the safety-pin 
industry. After the investigations had been ordered we wrote the 
Commission a letter stating our position, and I would like to insert 
this letter into the record at this point. And at the present time I 
would merely like to read three brief paragraphs from it. 

Senator Lone. The letter will be inserted. 

(The letter referred to follows:) 

Pore BALiarp & Loos, 
Washington 4, D. C., October 31, 1958. 
Re investigation No. 28 (straight-pin industry) and investigation No. 29 (safety- 
pin industry) 
Mr. Donn N. BENT, 
Secretary, United States Tariff Commission, 
Washington 25, D. C. 

Dear Mk. Bent: We thank you for your letters of September 25 and October 
30, 1953, advising that the Commission has, under sections 6 and 7 of the Trade 
Agreements Extension Act of 1951, instituted investigation No. 28 with respect 
to the straight (common) pin industry and investigation No. 29 with 
the safety-pin industry. We acknowledge also the copies of the public notices of 
these investigations issued by the Commission. 

The applicants are gratified that the Commission has instituted these two in- 
vestigations. We are instructed to inform the Commission that the applicants 
will submit to the Commission or make available to its representatives any 
requested information in their possession concerning imports or their domestic 
employment, production, costs, sales, and profits with respect to straight pins or 
safety pins, the two commodities with which the announced investigations deal. 
All books and records of each applicant dealing directly with these two com- 
modities (or indirectly to such extent as necessary for allocation of overhead 
costs or similar items) will be made available for inspection to any authorized 
representative of the Commission. 
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Your letters of September 25 and October 30 comment upon the area and 
character of evidence to be called for and considered in connection with each 
investigation. 

As indicated in our letter of January 15, 1953, it is our view that to such 
extent as the information indicated as desirable in paragraphs (2), (3), and (5) 
of section 207.3 (e) of the Commission’s rules of practice and procedure, and 
referred to in your letters, relates to the production or sales of commodities 
other than straight pins or safety pins, or to other sources of income, it is not 
material or relevant to the investigation of the straight-pin industry or the in- 
vestigation of the safety-pin industry within the meaning of sections 6 and 
7 of the Trade Agreements Extension Act of 1951. The applicants have not 
requested nor has the Commission ordered an investigation of the effect of im- 
ports upon applicants’ production or sales of commodities other than straight 
pins or safety pins. Applicants do not presently claim that their profits from 
production of other commodities or that their income from other sources are 
being adversely threatened by imports. 

It is our position that an applicant’s production of other commodities or its 
income from other sources does not constitute a part of the domestic industry 
producing straight pins or a part of the domestic industry producing safety pins. 
Also, it is our position that applicants producing straight pins only are not a 
part of the domestic industry producing safety pins and that the applicants 
producing safety pins only are not a part of the domestic industry producing 
straight pins. The two are separate and distinct industries and must stand 
on their own merits or demerits. 

In past instances, as indicated by your letter, members of the Commission 
have taken a view different from that to which we subscribe but this action 
on the part of the Commission has not been unanimous. We wish to earnestly 
urge upon the Commission a further consideration of all the factors involved 
in this question. For this reason, we shall not voluntarily supply information 
beyond the boundaries indicated herein. We hope that upon consideration the 
Commission will uphold our view. However, if the Commission concludes that 
a subpena or subpenas are to be issued to compel the production of this data, 
we shall promptly comply with such order. 

We wish to again emphasize the fact that all of the applicants, in each case, 
desire to cooperate fully with the Commission and its staff in supplying any 
and all requested information from their records dealing directly with their 
production and sales of straight pins or safety pins, as the case may be. 

In order to facilitate their full cooperation, the applicants would like to sug- 
gest an informal conference at the Commission at the earliest convenient time. 
It is felt that such an informal conference would facilitate a determination of 
the type of information with respect to safety pins and straight pins desired by 
the Commission and would enable the applicants to make their own preparations 
for supplying such information as fully and promptly as possible. At such a 
conference the applicants would also like to discuss the possibility of a change 
in the hearing dates the Commission has announced. 

Very truly yours, 
JOHN BRECKINRIDGE. 

Mr. Breckrnrince (reading) : 


The applicants are gratified that the Commission has instituted these two 
investigations. We are instructed to inform the Commission that the applicants 
will submit to requested information in their possession concerning imports: 
or their domestic employment, production, costs, sales and profits with respect 
to straight pins or safety pins, the two commodities with which the announced 
investigations deal. All books and records of each applicant dealing directly 
with these two commodities (or indirectly to such extent as necessary for allo- 
cation of overhead costs or similar items) will be made available for inspection 
to any authorized representative of the Commission. 


* we * * * * * 


It is our position that an applicant’s production of other commodities or its 
income from other sources does not constitute a part of the domestic industry 
producing straight pins or a part of the domestic industry producing safety pins. 
Also, it is our position that applicants producing straight pins only are not a 
part of the domestic industry producing safety pins and that the applicants 
producing safety pins only are not a part of the domestic industry producing 
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straight pins. The two are separate and distinct industries and must stand on 
their own merits or demerits. 


In past instances, as indicated by your letter, members of the Commission 
have taken a view different from that to which we subscribe but this action on 
the part of the Commission has not been unanimous. We wish to earnestly urge 
upon the Commission a further consideration of all of the factors involved in 
this question. For this reason, we shall not voluntarily supply information 
beyond the boundaries indicated herein. We hope that upon consideration the 
Commission will uphold our view. However, if the Commission concludes that a 
subpena or subpenas are to be issued to compel the production of this data, we 
shall promptly comply with such order. 

Senator Matonz. Right at that point, if you would be interested in 
what Mr. Dulles said about it, on a question propounded to the Secre- 
tary. The question: 

Assuming that an industry would be seriously injured by imports, should the 
injury be allowed to occur if it has an international relations problem where the 
United States might be injured as a whole, if the importations were not per- 


mitted? Do you believe that under such circumstances an injury could be 
imposed upon an industry? 


Secretary Dulles said: 


I don’t think it is possible to answer those questions in terms of generaliza- 
tions. It depends upon the degree of injury, whether it is serious injury— 
and I might point out, who is going to determine whether the injury 
is serious or not? A serious injury to an industry lots of times is 
merely the top 1 percent of the business, that is where your profit is, 
or 2 percent of sales. 

He goes on to say: 
whether it is serious injury, whether it is minor injury, whether it affects 
industry as a whole or minor segments of an industry, and how compelling are 
the international reasons which call for the action. 

If these things are all to be considered, they are all part of the whole which 
has to be balanced, and I do not believe they can adequately be balanced except 
by someone like the President who is in a central position to respond both to 
the domestic and international aspects of the program. 

Now, that ought to be very clear, shouldn’t it’ 

Mr. Bgecxrinriper. I think it is very clear, and we are glad to have 
that clarification, because it agrees with the manner in which that 
actually has been administered. 

Senator Matong. Now, Mr. Dulles worked under Mr. Acheson for 
a year or two, he knows all these second and third echelons that 
handled these programs to start with. If any man is in a position to 
know what they passed the act for in the first place, he certainly should 
be the man, shouldn’t he? 

Mr. Brecxrnriper. He certainly knows how it has been adminis- 
tered, and I think he made a very good statement of it. 

Senator Matone. Well, he agrees with it, he said so, sitting where 
you are. 


Mr. Brecxtnrmer. And I think that is why Congress should act 
to enforce its will. 

Senator Marone. I am trying to say this is not new. For 8 long 
years I have stood on the Senate floor and said the same thing, that 
that was designed to do this same thing. I am not the only one that 
has said that or argued that way. So to tell me now that Senators 
and Congressmen don’t understand what that act meant is to, well, 
It is to insult their intelligence. They have read the act, they heard 
it debated, of course they knew what it was going to do. 
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Mr. Brecxtnripce. We hope the light is breaking through. 

Senator Matone. There is no light needed to break through. The 
light might break through—they may find out how mone pate don’t 
like it, that may be the hght. But I can’t believe that a United States 
Senator didn’t understand what the act said, after all the debate on it. 

Mr. Brecxrnringe. I believe some of them might not have realized 
how it was being administered 

Senator Martone. Or a Congressman either. Well, of course, any- 
body that thinks, anybody that knows what the act means, knows 
that you can sacrifice a part of an industry for the benefit of another, 
or for the benefit of no one in the United States, except on a national 
policy of gaining friends and wetting down the people over there 
in Europe. You could do this thing with no increased exports at all, 
just increased imports to help a nation on a political setup, like Italy, 
or any other nation. So, of course, the Congressmen and the Senators 
understood it. No one could be elected to office that couldn’t under- 
stand what this act said. 

Now, whether they might decide that it is not what the public 
wants—I agree with you that far. But it is impossible to say to me 
that 1 of those 96 Senators didn’t know what he voted for—and know 
too that under the peril point and the escape clause that it was up 
to the President of the United States, his sole judgment, and no 
other, as to whether we accepted the word of the Tariff Commission 
or not. 

Mr. Breckrnrince. We are hopeful that after having seen it oper- 
ate and seen the effect it has had on domestic industries that thera 
ma be some difference in the votes. 

Senator Martone. After having seen it operate—it has put many 
a business clear out of the picture for the last 10 or 15 years, and the 
only thing that has put some of them back in the picture has been 
wars, rumors of war, or p rations for war, that is the only thing 
in God’s world that has ever kept them going. 

Mr. Brecxinrinee. I agree with you on that, Senator. 

Senator Lone. I am anxious to know what the witness is recom- 
mending. I have been listening to him for 1 hour and 10° minutes. 
I am going to ask him to finish his statement, and then Senators may 
ask any questions they wish. 

Senator Matone. I would like to know, too. I am beginning to 
think that it is secret. 

Mr. Brecxrnripcg. I assure you it is not, Senator. 

Following the letter I coud which stated our position before the 
Tariff Commission, I would like to refer the committee to a detailed 
statement which we made to the Commission concerning the legis- 
lative history of what we considered the legislative meaning of the 
words “domestic industry,” as that has been used repeatedly by 
the Congress in various tariff acts going back as far as 1916, and in 
other acts, such as the Anti-Dumping Act of 1921, the unfair prac- 
tices provisions of the Tariff Act of 1930, which is section 337. We 
believe that that history and the background clearly indicates that 
when Congress has referred to domestic industries they have referred 
to a product industry, to the labor and capital producing the product 
on which they had specifically provided the tariff. 

I don’t want to insert that in the record, because it is rather bulky, 
but I would like to give it to the committee for study. I think that 
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this question of definition of “domestic industry” is so important 
that it deserves very careful consideration. 

Senator Lone. It will be received for the committee’s files. 

Mr. Brecxenripce. Also, in order for the staff to make an inde- 
pendent judgment as to the information which we did submit for 
the Commission, and whether or not that was adequate on which to 
make a determination, whether it did fall within the meaning of the 
Trade Agreements Act of 1951, I would like to submit a copy of a con- 
solidated industry report on — pins which we submitted to the 
Commission, and a copy of the brief which I submitted to the Commis- 
sion, also a copy of the same two documents with respect to straight 

ins. 
' From a study of those, I think you wil find that the industry sub- 
mitted to the Commission extremely complete and comprehensive data 
with respect to the safety pins and straight pins, and any related 
pron that were produced by the same machinery and.the same 
abor, 

It was the conclusion of the Commission passing on that, the 
Commission did continue with the investigation, although they knew 
our positions, that we would not voluntarily submit information with 
respect to other products, our position being such that if the decision 
had to be made on the basis of the company’s production of unrelated 
items, that we would prefer not to have the investigation made. 

They continued with the hearings, with the full 9 months of in- 
vestigation allowed under the act. They eventually terminated the 
investigation without a finding on the merits, on the ground that we 
had not submitted this other information on other products. 

I would like to read briefly from the Tariff Cominission’s decision, 
which was rendered June 22, 1954, with respect to both investigations. 

After reviewing the fact that we would not submit information 
with respect to unrelated production, the Commission, at page 9, 
stated the question to be this: 


The question is, Did Congress in enacting the Trade Agreements Extension 
Act of 1951, which included the present statutory escape-:lause procedure, dis- 
approve of the Commission’s practice of inquiring, in escape -clause investigations, 
into the operations of domestic producers relating to their production of 
articles other than those like or directly competitive with the imported article 
complained of? Apparently it did not. In any event, the Commission did not 
so conclude, Congress, in enacting the Extension Act of 1951, had adopted in 
section 7 the phrase “domestic industry producing like or directly competitive 
products” which in substance had been used in Executive Order 10082, and 
accordingly the Commission could not consider that any change in its method 
of investigation, insofar as the type of information which it considered pertinent 
was considered, was warranted. The Commission continued its rules relating to 
escape-clause investigations, changing them only in certain respects not pertinent 
here, and retained the indicia of the type of information which it considered 
relevant to escape-clause investigations substantially as previously indicated in 


its rules. 

Now, what the Commission says is that they had an escape-clause 
procedure and that when Congress enacted the escape clause in its 
act in 1951, they considered it to require no change in their procedure 
and no change in their ruling. 

_ Now, then, the Commission goes ahead to explain that they had 
issued other executive orders concerning the administration of. the 
escape clause and that Congress knew what those procedures and rules 
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were when they extended the act in 1953 and other years, and they 
come to this conclusion: 


In the Commission’s opinion, it is abundantly clear from the foregoing 
recital of the history of the escape-clause procedure that, in enacting the stat- 
utory escape-clause procedure in 1951 and in reviewing the administration of the 
escape-clause procedure in 1953, Congress was cognizant of the Commission’s 
methods of investigation and was aware of the types of information which the 
Commission considered pertinent to escape-clause investigations, but neverthe- 
less took no legislative action in disapproval of the Commission's rules relating 
to escape-clause investigations or to preclude the Commission from continuing 
to obtain the same type of information in connection with escape-clause investi- 
gations as it had obtained since the inception of the escape-clause procedure 
under the original executive order 


which went back well before the enactment in 1951. 


The position of the applicants in the current investigation is, therefore, that 
despite their failure to persuade the Congress to legislate instructions to the 
Commission in accordance with their theory of the proper scope of an escape- 
clause investigation, the Commission should nevertheless follow their theory 
because that is, in their view, what Congress intended. 


Then the Commission finally concluded : 


In the light of the legal implication of legislative approval of the Commission's 
long and continuous practice of calling for and obtaining information of the 
type which the applicants in the instant cases refuse to furnish, it cannot be 
held that such information is not reasonably relevant to the investigations. 

Now, the only thing that the Commission has relied on to support 
their interpretation is the fact that Congress has not changed the ee 
that Congress was aware of their rulings and took no steps to change 
the law. 

What their ruling amounted to in the safety pin case is that 
the entire American production of safety pins and related articles pro- 
duced by the same labor or on the same machines did not constitute 
an industry within the meaning of the escape clause in the Trade 
Agreements Act of 1951, and therefore that they were not entitled to 
relief. 

Now, the reason that we handled the pin case in the way we did was 
to bring the issue to a clear-cut issue. The Commission has never 
defined “domestic industry” or what you must do to show injury. 

We felt that by proceeding in this manner we could get a decision, 
that either they could make a decision on the facts of these products 
alone or they would consider that as not a domestic industry. 

They ruled that they did not consider it a domestic industry and it 
was not entitled to relief, and they made no conclusion as to the merits 
of the case. 

Now, we feel that puts it squarely up to the Congress, as to whether 
they did intend in the escape clause to provide relief for or protection 
for the American production of the products on which the tariff had 
been provided al on which the concession had been made. 

We believe that the Congress did, but we feel that when it takes any 
action on this bill or any other action at this session with respect to 
tariff and foreign trade, that the Congress should clarify and make 
clear what they intended, that they did intend to protect the domestic 
production of those products. To do so Congress must define “domes- 
tic industry” or take the words out and substitute something else that 
will make their intent clear. 

If the Congress should extend the act, which we hope they will not, 
without any clarification and strengthening of the escape clause, it 
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will be interpreted by the Tariff Commission and by the President 
and the rest of the administration as congressional approval of their 
interpretation of “domestic industry” and of the manner in which 
they have administered the act. 

Now, if that should be done, we feel there that it would be much 
better to repeal the escape clause so that it is not held out as a relief 
measure for domestic industry when it actually is not, because, as 
Chairman Brossard has pointed out, with most of our manufacturing 
concerns and farmers producing various products, they could be en- 
tirely eliminated in their production of many products. If they are 
still in business making a profit, they would not be entitled to relief 
and they would not be considered as a domestic industry under the 
escape clause under the Tariff Commission interpretation. 

Another factor is that their interpretation of “domestic industry” 
does not recognize any right or entitlement to relief on the part of 
labor. 

Take the safety-pin case as an example. The eight companies pro- 
ducing safety pins and straight pins could be forced out of business 
entirely and the long-trained, skilled personnel engaged in producin 
those pins could be out of a job entirely or forced to take jobs with 
lesser pay, in unskilled positions, and if those corporate entities were 
still in business and making a profit on something else, there would 
be no injury, according to their interpretation, even though as far as 
the labor was concerned they were entirely out of jobs—and we do 
not think that Congress intended that, either. 

Now, what we would recommend to correct that situation is that by 
a change in the language of section 6 and section 7 of the Trade 
Agreements Act of 1951 and in a clear statement of intent in the com- 
mittee report, in the legislative history, that they make it clear that 
what they intended to protect under the escape clause was the domestic 
labor, management, and capital devoted to producing the product or 
directly competitive product that was being tuaborted. 

It could be done another way, by adding at the end of section 7 (b) 


- the Trade Agreements Act of 1951, a sentence something along this 
ine: 


The term or the phrase “injury to domestic industry producing like or di- 
rectly competitive products” as used in this act shall mean that portion of the 
producing organizations or their employees manufacturing, processing, grow- 
ing or otherwise producing like or directly competitive products or producing 
the raw material or components thereof. 

Now, that exact language is not necessary, but I do think that it is 

incumbent upon the committee to recognize this problem and clarify 
it one way or another. 
_ If they actually intended these producers of individual commod- 
ities not to have relief, then I think that they ought to come out 
frankly and say so, and in our opinion that would require or, at least, 
to be honest, that the Congress should just repeal the escape clause 
and say, “It is entirely up to the President.” 

Mr. Chairman, that completes our statement. There are several 
other phases of the escape clause where we think strengthening is 
needed. Other witnesses testified on those. We wanted to confine our 
testimony to our own experience with the escape clause in the pin case, 
which we think clearly demonstrates the interpretation that the 'T'ar- 
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iff Commission and the President are putting on it, which makes it 
completely ineffective. 

Senator Lone. Mr. Breckinridge, your statement certainly deserves 
a great deal of consideration, and you have pointed out some points 
about this that I, frankly, did not understand. 

Mr. Brecxinripes. Mr. Chairman, I think it would be desirable to 
submit to the committee, along with the other material I have sub- 
mitted, a copy of the Tariff Commission findings. 

(The Tariff Commission findings above referred to will be found in 
the files of the committee.) 

Mr. Breckrnripee. Now, I would also like to refer to Senator Wat- 
kins, who, in a statement included in the Congressional Record of 
February 25, 1955, commented at length concerning this almost total 
ineffectiveness of the escape clause, and most of his statement is devoted 
to this “domestic industry” question, and the President’s ruling and 
that appears at pages 1766 to 1780 of the Congressional Record of 
February 25, 1955, in which he reproduces along with his own com- 
ments, a speech made last year by Deetennnea teller, who was the 
author of the escape clause in 1951 as originally adopted in the House, 
entitled, “Tariff ie oe Interpretation of ‘Domestic Industry’ 


Nullifies Escape Clause in Trade Agreements Extension Act of 1951.” 

There again, I do not want to put that in the record, but I would like 
to refer the committee to it; for the benefit of the committee, I would 
like to submit that. 

(The speech above referred to will be found in the files of the 
committee. ) 

Mr. Brecxrnripce. That completes my statement, Mr. Chairman, 


and thank you for this opportunity to be heard. 

Senator Lone. Senator Malone. 

Senator Marone. Mr. Breckinridge, I think that you have made a 
very good statement. I think you have made yourself entirely clear, 
and I think that the representations that you have made have served 
to point up the intention of the act. 

Now, I want to ask you a question. 

How can you help any business in this Nation when you enact a law 
or a provision in a law whereunder anyone in the administration can 
attack the industry, and with the possibility that serious injury can 
come from a decision of someone entirely separate from Congress. 
I also want to ask you if it does not appear that there must be someone 
who—and I do not see how anyone can come to any other interpreta- 
tion—that there must be someone who actually intended to martyr 
business in this country ¢ 

Mr. Brecxrnriper. I believe that many of the proponents of the bill 
and drafters of the bill in this form actually did intend—could I elab- 
orate that just a little bit? 

Senator Matons. Yes, I think this is one of the most serious cases. 

Mr. Brecxrnrince. To go back to the escape clause, it was written 
into the law in 1951 and previous to that, the principle of it had been, 
although the criterion had not been laid out, written in by the admin- 
istration in various trade agreements. 

I do not believe they were sincere, I do not believe they ever really 
intended for it to operate effectively. 

Now, the rules of the Commission were developed based upon those 
criteria and based, up until recently, upon a majority opinion of the 
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Commissioners in the Tariff Commission who were nonsympathetic 
to an effective escape clause. Many had actually participated in writ- 
ing the administrative escape clause and in making concessions in the 
trade agreements, and yet when the Congress comes along in 1951 and 
says, “We do not like the way you have been administering the escape 
clause, industry has not tied a chance, and we are going to write it 
into the law and specify the procedure,” then they come back, as I read 
their report, and say, “Well, you did not really make any change, we 
did not even change our rules, we consinued them as they were,” and 
they take that as saying that the Congress has approved it because 
they had not changed the law. 

Now, that is what I say the Congress should do, either approve or 
disapprove it—and do so clearly. 

Senator Martone. Well, what I am trying to do, every 2 or 3 years 
whenever the bill comes before the Senate for extension is to get to- 
gether on an amendment to see if—well, let me ask you this, first. Did 
anyone ever get relief under the escape clause ? 

Mr. Breckinrince. Yes, sir, I believe that the fur felt hat bodies, 
I believe it was—anyhow, I believe it was something with respect to 
fur felt hats, they did obtain relief. 

Senator Martone. What year was that? 

Mr. Brecxrnrivce. Either 1950 or 1951, prior to the enactment of 
the escape clause in 1951. 

Now, I believe personally, although I could not prove this, I do not 
suppose, but I do believe that relief was granted in that case for pure- 
ly political reasons. I believe that relief has been granted since the 
enactment of the escape clause in the watch case and fig case, in those 
cases, and the alsike clover cases, but they were the only ones that got 
relief, I believe, and I think they were all granted for political rea- 
sons, that they would have gotten relief even though Congress had not 
enacted the escape clause, because the President could give relief with- 
out that, and that is why I say if the escape clause is not going to mean 
anything, then the Congress ought to repeal it. 

Senator Martone. Well, now, turning back to this “serious injury,” 
I do not know how much business experience you have had, although 
I know that you have been counsel for many business organizations, 
but let me ask you this: Do you believe that a business can be under 
a continual threat of serious injury and not knowing who is going to 
judge when they are in danger or how it is going to be teal inter- 
preted, and yet they have to show “serious injury,” do you think they 
can continue to operate under that cloud ? 

Mr. Brecxinriper. No, sir, I do not think they can, unless they are 
making money on something else. 

Senator Martone. Well, that is entirely different. 

Mr. Brecxrnriper. I do not think they could even get bank credit. 
You take the Union Pin Co., which produced nothing but pins; I 
know that they cannot get bank credit because the bank is not going 
to risk their money —— 

_Senator Maron. Of course, if a business has to be under such a con- 
tinuous cloud, no one is going to invest any capital or time into a 
business under such a cloud. The only reason that a man invests his 
capital and his time into a business is for profit. When a business is 
started, it usually is started by younger people who have great am- 
bition to make some money, and who want to expend their energies for 
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themselves. A bank extends credit because of that ambition and 
know-how, don’t you agree ? 

Mr. Breckxinriver. That is right. 

Senator Matone. And so if you put a cloud over that business, they 
know that they can be attacked at any time with this serious injury 
cloud that they are under all the time, then you do destroy that busi- 
ness—how in God’s name could anybody be expected to have a busi- 
ness to be a success—— 

Mr. Breckrnrinee. They cannot, certainly nobody is going to put 
any money in there. 

Senator Martone. Of course not. If this is continued, then you are 
going to destroy our business, you are going to destroy our working- 
men of this Nation, you are going to destroy the small investors when 
you impair their ability to develop themselves by making them de- 
pendent on someone entirely away from Congress— 

Mr. Breckinriver. Well, Senator, I feel that those Congressmen 
and Senators who have voted for it sincerely thought that it was for 
the good of the country to do so. 

I am hopeful that, having seen how it works and how domestic in- 
dustries are forced out of business, and if the escape clause does not 
grant relief, that they will make some changes. 

Senator Matoneg. Well, I am hopeful that they will let it expire. 

Mr. BrecxiNriwce. I actually would prefer to see it expire, too, 
Senator. 

Senator Matone. Thank you, that is all. 

Senator Lone. Mr. Loos, will you come forward ? 
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Senator Lone. Mr. Loos, do you have a prepared statement? 

Mr. Loos. No, I do not, Mr. Chairman. 

Senator Martone. Now, Mr. Chairman, I do not like to object, but 
these men who come in here and make extemporaneous statements, it 
is very hard to add it up and to make your questions as they go along, 
and I think it is hard to get a good record in this case, and I would like 


to have the privilege of asking questions of the witness as he goes 
along and makes a point. If he had a statement, I could see it here, 
but without a statement, it makes it very difficult. 

Senator Lone. Senator Malone, the last witness took 2 hours and 
many of the questions were repetitious. It occurs to me that if wit- 
nesses would just go ahead and make their statements, which is our 
usual procedure, and after a witness has made his statement, let him 
answer any questions that the Senators may ask. We would then be 
in a position for the witness to make his position clear and have our 
questions asked in a somewhat more expeditious manner. 

Senator Matone. It has not been the usual procedure—— 

Mr. Loos. It is entirely immaterial to me, Mr. Chairman. I am 
perfectly willing to be interrupted, I am not asking—I have a very 
brief statement to make. 

Senator Lone. I might suggest that the witness make his state- 
ment, and if the Senator finds it difficult to wait until the witness has 
finished, then we ‘will let him ask as the witness goes along. 

Senator Martone. Well, I really believe, Mr. Chairman, that this 
is the most important thing that is facing Congress. I do not think 





TRADE AGREEMENTS EXTENSION 1515 


that we should pass over lightly what the witnesses say and without 
regard to the positions of the witnesses. If some of these witnesses 
give or introduce any points that are new information to this com- 
mittee—and I would say, again, Mr. Chairman, that this is the most 
important thing facing Congress, that this—— 

Senator Lone. Senator Malone, I appreciate your views on this 
subject, but I do not believe that this would in anyway prevent you 
from asking all of the questions that you wish to ask. 

Therefore, I am going to ask the witness to go ahead and make his 
statement, after which the committee may question him. 

Senator Matonr. Well, I will agree with you, I will have questions. 

Senator Lone. I do not want to keep you, Senator Malone, from 
asking any questions. 

Senator Matone. I am sure of that. 

Mr. Loos. Mr. Chairman, my name is Karl D. Loos. I am a lawyer 
here in Washington, a member of the same firm to which Mr. Breckin- 
ridge referred. 

I appear on behalf of a group of organizations on the west coast, 
representing growers and marketers of tree nuts and citrus fruits. 

I do not intend to refer to these commodities or any commodities 
in particular here, I am just trying to make a contribution to these 
hearings which have already covered a great deal of ground. I have 
thoughts on one subject that might well be covered and that has not 
been fully covered heretofore, as far as I know, and in doing so I 
want to refer to two publications which have recently been issued by 
the Tariff Commission. One is entitled, “Outcome or Current Status 
of Applications for Escape-Clause Investigations by the United 
States Tariff Commission as of January 7, 1955,” and the other is 
entitled, “Outcome or Current Status of All Investigations Conducted 
by the United States Tariff Commission under the Provisions of Sec- 
tion 22 of the Agricultural Adjustment Act, as Amended, as of Febru- 
ary 1, 1955.” 

These two publications contain analyses and compilations of all the 
escape-clause actions and all of the section 22 actions which have 
come before the Tariff Commission during the period that those two 
pieces of legislation have been in effect. 

Senator Watkins this morning referred at some length to the escape- 
clause actions, and so I can refer to his testimony, too, on that subject. 

I might summarize, however, by pointing out that of the escape- 
clause actions on which recommendations were made by the Tariff 
Commission in favor of escape action, there were a total of 15 in the 
entire period, of which 5 were made before January 1, 1953, and 10 
subsequently. 

Of the 5 submitted by the Commission prior to January 1, 1953, in 
3 cases the President followed the recommendations and in 2 cases 
the recommendations were rejected. 

Of the 10 since January 1, 1953, the Commission’s recommendations 
were followed by the President in only 2, and in 8 the Commission’s 
recommendations were rejected. 

Now, Senator Watkins, I believe, did not refer to the section 22 
actions. Those, as you gentlemen know, relate to agricultural com- 
modities. And I am sure that section 22 is so familiar to you that I 
do not need to refer to it exeept by name. 
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In the section 22 actions, the first one of which was cotton, there 
have been a total of only 11 cases instituted since the enactment of 
that section in 1935. 

However, in some of the cases, notably the first one, cotton, there 
have been quite a number of separate investigations and separate rec- 
ommendations made. . 

Now, in these section 22 actions, the action of the President has 
followed that of the Tariff Commission to a greater extent than in 
connection with the escape-clause actions, but even so, even though 
it has been followed to a greater extent, there have been a number 
of cases in which the Commission’s recommendations have not been 
followed. 

I think it is of some significance that that tendency to reject the 
Commission’s recommendations or modify them has developed in 
recent years. 

Prior to January 1, 1953, there were a total of 18 separate recom- 
mendations made by the Tariff Commission in section 22 cases to the 
President, and the President followed those recommendations in all 
cases except one, and that one was one of the last on which President 
Truman acted. 

Since January 1, 1953, there have been 10 separate recommenda- 
tions, and of those, 5 were followed by the President, 2 were modified, 
and 3 were rejected. 

Now, this experience, it seems to me, points up 2 propositions that 
ought to receive the very serious consideration of this committee and 
of the Congress before it makes any extension of this act for 3 years 
or for any shorter period. 

The first is, How can there be so much difference of opinion be- 
tween the President on the one hand and members of the Commission 
on the other hand and among the members of the Commission on the 
application to a certain set of facts of this statute; and how can there 
be so much difference of opinion in the conclusions that are drawn 
therefrom ? 

The experience that we have had certainly demonstrates a lack of 
definiteness and certainty in the statute. 

I want to submit an urgent plea that before Congress permits this 
law to continue, it take steps that will bring about a clarification of 
this act including the provision which Mr. Breckinridge discussed 
at some length. 

Let us set up a standard in this statute which reasonable men can 
look at and in considering the same facts, will reach somewhere near 
similar conclusions, instead of such diametrically opposite conclusions 
as have been reached in the past under the existing statute. 

The other proposition is as to the responsibility for the conclusions 
reached. The act does impose on the President the final responsibility 
both under the escape-clause actions and under section 22. 

Now, we all know and it must be obvious to anyone that the Presi- 
dent himself cannot consider these things; he cannot personally do 
these things. 

He does not have the time, He could not possibly assimilate the 
knowledge and the technical details necessary to reach conclusions in 
these matters. 
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Who does reach these conclusions upon which the President acts 
and rejects the Tariff Commission’s recommendations or modifies 
those recommendations? 

It has been my observation in practicing here in Washington over 
the last—well, since 1920, that the President’s actions are taken 
through a small group in the White House staff, and in this case, the 
come tariff matters, through a so-called Trade Agreements Commit- 
tee, an interdepartmental committee consisting of representatives of 
each of the several departments, and the Tariff Commission also has 
one representative on it. 

Now, we have created by the statute the Tariff Commission, a body 
of members appointed “4 the President who are supposed to have 
expert knowledge and who, I believe, do have expert knowledge on 
these tariff matters. 

They have in the Tariff Commission a large staff, a competent staff, 
and in any one of these escape-clause investigations or section 22 inves- 
tigations, that expert staff makes a or and thorough investiga- 
tion of its own. Public hearings are held at which the members of the 
Tariff Commission attend in person, not merely an eXaminer or some 
representative, but the members in person attend those public hearings 
and listen to the evidence. 

After all of that, the Commission writes a decision and makes a 
report to the President, a product which is the result of long and care- 
ful study and of expert analysis, not only by the members of the 
Commission themselves, but by its staff. 

That goes to the White House. Then what happens? It is dis- 
tributed, at the same time it goes to the White House, to these different 


departments who have representatives on the interdepartmental 
Trades eements Committee. 

Now, those representatives sit around the table and in the course 
of a few hours without any investigation by themselves, without any 
investigation by any staff, without hearing any witnesses, without any 
Cpportanaay for interes penten to appear before them to make argu- 


ment or submit evidence, they, together with a small group from the 
White House staff, none of whom have any particular expert experi- 
ence or knowledge in connection with tariff matters other than what 
they might pe up from sitting in on these committees over a period 
of years—they are the ones who make the real decision and decide 
whether they will follow or reject or modify the Tariff Commission’s 
decisions. 

Now, I submit that isan intolerable situation. 

If we are going to have a Tariff Commission, an expert body, and 
it is going to go through all of this procedure of investigation and 
hearings and argument and mening. Guesons, then those decisions 
ought to have the same respect and omy that is given to decisions 
of the Interstate Commerce Commission, the Federal Trade Commis- 
sion, and various other commissions of this Government. 

If we are not going to give them any standing, then why not abolish 
the Tariff Commission and let this interdepartmental committee and 
group in the White House staff make these decisions in the first place, 
and not lead the people of this country to think that they have had an 
opportunity for a public hearing. 
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So I submit that in the first place we ought to clarify the statute 
and set up a standard that reasonable men will not differ upon and 
will reach the same conclusions in the application of the same facts. 

Secondly, we ought to have the responsibility for the conclusion 
definitely fixed and not subject to change by the whim or caprice of 
an interdepartmental executive committee or small group in the White 
House staff. 

I had intended to refer also to a couple of other provisions in 
the statute. Particularly I would like to refer to this provision, 
the section which refers to “existing law,” section 3 (a). 

That says, in effect, that no trade agreement shall be negotiated 
in conflict with existing law. Then, later in the act, several pages 
later, under section 3 (c), existing law is defined as meaning existing 
at the time the trade agreement was entered into. 

It has been the practice in connection with these trade agreements 
when they were put in effect by proclamation to say in the proclama- 
tion that this does not change existing law. 

I think the statement usually is something to this effect, that the 
provisions of the trade agreement are put into force by proclamation 
to the fullest extent permitted by existing law. 

I construe the term “existing law” as used in those proclamations 
to mean the law as enacted by Congress at any time, now or in the 
future, and I think that is what that does mean. I think that is 
accepted, that that is what that means. 

However, I believe the trade agreement negotiators have felt re- 
strained and fenced in by such an interpretation, and that they ought 
to get a cutoff date. I think that by putting in this provision about 
the meaning of the term “existing law,” they want to get a cutoil 
date so that Congress thereafter cannot make a change in a provi- 
sion that has been put in effect by a proclamation pursuant to a trade 
agreement. 

Not only that, but they can come back to some of these old trade 
agreements entered into a long time ago—there is not really any 
limit in this statute as to how far back they can go, go back before 
a statute was enacted, like some of the provisions of section 22, recently 
enacted sections of the Marketing Agreements Act, which permit 
the regulation of imported agricultural commodities in the same 
manner as domestically produced commodities are regulated, and 
they can search them for such provisions, and by putting them into 
effect by proclamation, because it was not in conflict with existing 
law on the date of the agreement, they can repeal or modify statutes 
that the Congress has enacted. 

The other point I wanted to make is with regard to the provision 
that refers to 50 percent ad valorem rate. 

Now, there is not anything about 50 percent that should take it 
out and put it into a separate category from all other kinds of duties. 
The question is: In all of these cases, what is the peril point, what 
is the point at which we must have a tariff to avoid injury to a 
domestic producer, a domestic agricultural grower, or domestic 
manufacturer ? 

I submit that those commodities that have 50 percent ad valorem 
rate should be treated no differently than those that have any other 
rates. 

That completes the statement that I want to make. 
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Senator Lone. That is a very clear statement, and if every witness 
should express himself as clearly and directly as you have done, Mr. 
Loos, I do not think it would be necessary to put in the Reorganiza- 
tion Act that witnesses be required to have prepared statements before 
they appear. I think you have made your position very clear, and 
have stated it very concisely. 

Senator Malone? 

Senator Matoneg. I want to congratulate you, Mr. Loos. You have 
a grasp away beyond 99 percent of the people that I have heard dis- 
cussing this, and I think I am including the Senate, too, and I can 
make some sense out of your statement. 

Now, is it not obvious to you that somebody, some individuals, some 
group, in the administration meant right from the beginning to side- 
track the Tariff Commission, which is an agency of Congress, from 
the regulation of the foreign trade? 

Mr. Loos. Yes, Senator; I believe there has been a group from the 
beginning that wanted to take this out of the hands of the Tariff Com- 
mission and wanted it 

Senator Martone. Hamstrung? 

Mr. Loos. Oh, yes; wanted to take it out of the hands of Congress 
and put it in the hands of the Executive, where they felt that, after 
the most likely delegation of Executive authority, they would be in a 
position to do just whatever they wanted to. I think there was such 
a group, but I believe they put the thing over on Congress; I do not 
believe that Congress had any such intention, at least at the beginning. 

Senator Martone. Well, I agree, and I think that this thing has been 
a blind alley, which has come about in great measure because of this 
continual rush or this continual emergency that we have had almost 
continually for 21 years here in the Congress, and the Congress has 
never had a chance to sit down and really think anything over in the 
cool of the evening. Do you agree with that? 

Mr. Loos. I agree. I lave ived through it in Washington. 


Senator Martone. How long have you been in Washington? 

Mr _ Loos. Since 1920. 

Senator Matonr. Well, if I see a few more like you, sir, I am going 
to —— have to retract some of my remarks that I have made so 


frequently, that there is more education in Washington and less com- 
mon horsesense than any place I have ever been in. 

Mr. Loos. Well, I think I agree with that. 

Senator Matone, Now, for the last few years, people are so rushed— 
I judge that my colleague here has at least two other committee meet- 
ings today or had, I know I had, but I never left this committee. 

We cannot take care of all of our business and we have to make up 
our minds as to what is important. 

Fortunately, I have had a little early training in that regard. I was 
in the engineering business for 30 years. Now, engineers have 
peculiar minds, they finally decide on what they think is important 
and they do not leave it. 

Now, since I have been in the Senate, I have been getting madder 
and madder about seeing business being destroyed in this country by 
people who wanted to destroy it, people who are keeping our Ameri- 
can people fed on propaganda, propaganda which is rolling out of 
here by the ton, saying that they are taking care of private business, 
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and they are doing that with their left hand and destroying it with 
the other—do you agree with that? 

Mr. Loos. I think there have been some such people around here, 

es, sir. 
; Senator Matone. And they are in power ¢ 

Mr. Loos. I do not believe they are in power now, although—— 

Senator Matone. Well, in the second or third echelon in the State 
Department, do you think they have eames 

Mr. Loos. A lot of them, some of them have changed; but I do not 
consider that the second or third echelon are in power, they may 
be asserting the power, but it is possible to stop them. 

Senator Martone. Well, I have read several times—I think you 
have been here when I read what Mr. Dulles said, and he was an 
honest witness—— 

Mr. Loos. Yes, sir, I heard that. 

Senator Mavone. As a matter of fact, I respect him for his hon- 
esty, I respect him for that, whether I agree with him or not. I 
respect him because he really and honestly believes that they ought to 
be doing this. I do not agree with that, but I respect any man that 
tells the truth and looks you in the eye, whether you agree with him 
or not, and Mr. Dulles was very clear as to what he felt the law was 
for, and that he felt that if it was properly administered, it would 
destroy some industries. 

Well, I do not think Mr. Dulles is aware of how much it has already 
destroyed and will destroy. ) 

Now, before the passage of the act in 1934, there was the principle— 
that was laid down in 1930 of fair and reasonable competition, having 
regard for the standards of living and the bringing in of any products 
on the basis of your costs. That principle and that alone was laid 
down in the Tariff Act of 1930, And it was given to the Tariff Com- 
mission to administer. 

Now, of course, I fully agree with you that the men in the Tariff 
Commission are competent. 

So, that one principle that we had in 1930 was changed in 1934 to 
include international political factors and industrial economic factors 
and what was vaguely referred to as the overall good of the United 
States.of America. We ch the policy to include all of the politi- 
cal and economic factors and made it possible for one man to judge 
what was good for this county, and he could make any decision that 
he cared to make—is that true 

Mr. Loos, Well, Senator, in general that is probably true. I was 
here at the time this 1934 act was prepared, et I took an active part 
in following it through the legislative channels. 

I must say, however, that while I realized at that time that the 1930 
act was being departed from and some of those provisions in there, as 
you correctly say, which relate to fair and reasonable competition, 
while some of those provisions were rendered ineffective, I was not 
aware at that time as I have become since of the extent to which they 
were being substituted. 

I felt at the time this was a supplemental act which would take into 
consideration additional matters not mentioned in the 1930 act, but 
I did not realize the extent to which the 1930 act provisions were be- 
ing displaced. 
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It seems to me that rather than being a sudden change, there was 
a gradual evolution after 1934 in the administration of the act 
that has resulted now in what we have, a complete displacement of the 
1930 act and the substitution of the views of one man as to what is 
good for international trade and international relations. 

Senator Matonz. Well, I say to you, Mr. Loos, that being in Wash- 
ington has an effect on anybody They get to thinking that what we 
find around here is public sentiment. 

Well, there is no public sentiment in Washington because we have 
no public. Every man in Washington is working for the Government 
or doing something for the Government or selling something to the 
Government or selling something to somebody working for the Gov- 
ernment or trying to get something from the Government. 

There would be no Washington if the Government left. 

Mr. Loos. That is certainly true. 

Senator Martone. So, there is no public sentiment here. 

Now, I was almost 3,000 miles away from here when they passed 
that act, and from that time on, just from reading a news item, I 
began to get madder and madder and finally I got to the Senate 
because I knew then when it passed, just as well as I know now, that 
it will utterly destroy the United States of America. Whether the 
Congressmen or Senators knew it or not is beside the point. 

r. Loos. Well, you were more astute than I was. 

Senator Matone. No, it wasnot that. I was aware, I had the oppor- 
tunity to sit down in the cool of the evening, I had the opportunity to 
do some thinking about it. 

Mr. Loos. Well, I tried to think about it. 


Senator Matonn. Do you believe it is possible to sit down in Wash- 
ingen and—really sit down and look at a thing? 
r. Loos. Well, I would hate for oer to think that it is impos- 


sible. Of course, I practice here. [ Laughter. ] 

Senator Matonr. This is not meant to disparage you—— 

Mr. Loos. It is difficult to agree with that 

Senator Matong. But you have all of these newspaper columnists, 
every morning, there are 6 or 7 of them if you take more than 1 paper, 
and they know all of the devices and finally you get into a frame of 
mind that I see all around here, and it is just too bad. 

Mr. Loos. Senator, I do not read any of them in any of the papers, 
never have. 

Senator Matonz. Let me - it this way: In Nevada and out in the 
West, we have what they call drifts, your cows go headed along these 
drifts and they go right direct down and finally they come to this 
corral. There isa corral just ahead of them, and you do not notice the 
drift and you get further down and further down until you come to 
the corral—and that is the end of the cow. 

Now, we are close to the corral, Mr. Loos, and this thing is goi 
on all around us, it is going on all over the universe, and if we exten 
this thing, if we extend the life of GATT, then we will be caught. 
Now, nobody knows what GATT is, and I do not think that the State 
Department really knows. 

ow, this goes on all the time, these people work while you sleep. 
They are over there right now, 35 or 40 or 50 nations, and if you extend 
this thing for 3 years or 6 months or whatever we do here, then we are 
at the corral, And if we do not extend it, then it reverts to the Tariff 
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Commission and it means that our markets are not in the pot. The 
minute we don’t do it, then we are not in the pot—and what we have got 
in the markets of the world is worthwhile, isn’t it ¢ 

Mr. Loos. We certainly have the best market. 

Senator Matone. We have the only markets that are worthwhile. 

Now, those people have been sort of taking it easy, they have been 
letting the cow go up toward the corral. It has been going on for 
about 21 years and now they think that they have got the cow right 
up there, they are just about ready to close the gate. 

Now, all of these extraneous and trick organizations that are just 
games for us to sit down in, they would all fall of their own weight 
if we do not extend them. Mr. Dulles testified to that effect, although 
he is going to be back to be a little more definite. But without the 
extension of this act, then GATT cannot operate, and while some of 
these things will still be in effect, still we all know that the President 
of the United States can of his own volition cancel them and they 
cannot make any new ones. But the minute you extend this thing, 
if you extend it for 10 minutes or 10 years then those people are in 
business. Do you understand that? 

Mr. Loos. I am sorry, I don’t understand it fully, Senator, but 1 
would like to say this: That even though the act is not extended there 
are a lot of provisions in the general trade agreements that are in 
effect by virtue of the proclamations in addition to tariff concessions, 
and there are an awful lot of tariff concessions in effect, and we do 
not remedy the situation with respect to those things that are in 
effect by failing to extend the act. 

Senator Martone. In other words, we are in the flypaper. 

Mr. Loos. Yes, we are in the flypaper and we do not get out by not 
extending the act. 

Senator Martone. But I will say this to you, that I believe that 
the President, as soon as he understands this, will cancel them. The 
minute that he recognizes its danger I know he will, because that 
man is a patriot. I do not agree with the people that say that he 
will not do that. “I am sure he will. But what is he going to think, 
with something that Republicans and Democrats alike have been vot- 
ing for for 21 years. He must think itis allright. But if they changed 
their minds and did not vote for it now, I am sure, in my humble 
opinion, that then he would know that—well, he would see it for 
what it is, and all of it would then revert automatically back to the 
Tariff Commission and we will have fixed the duties on the basis of 
fair and reasonable competition, as laid down in that act, and who is 
going to nullify it? 

Mr. Loos. Well, no one can, of course, if these things come to pass 
as you suggest, and if the act is not extended, if GATT and all of the 
other trade agreements are canceled or terminated, then we are back 
to the 1930 act. 

Senator Matonz. And the President can cancel the trade agree- 
ments; can he not? 

Mr. Loos. Yes, by following a certain procedure, giving certain 
notice, procedures specified in the act. 

Senator Matone. Well, all I am saying is this: That this man 
is a patriot and I know that he will do those things that he considers 
right and when he sits down and says to himself, “What is the matter 
with this thing? Congress won’t take it any longer.” And then if 
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he does that, then all of this flypaper that is placed around us in every 
nook and cranny for us to step into—— 

Mr. Loos. Oh, we are out of the flypaper if that happens. 

Senator Marone. Yes, just let the President cancel the trade agree- 
ments and then you are right back on the basis of fair and reasonable 
competition, and just let somebody see that Congress will not be in 
back of it, then it all falls down, it vanishes, and you are back in 
business ; aren’t you ? 

Mr. Loos. Oh, sure, if it goes back to the act of 1930, we are. 

Senator Martone. Of course, we might have to give them even 
greater leeway than 50 percent, up or down, because everybody knows 
that in the last 21 years the dollar has depreciated more than 50 
percent, so in fixing the tariff that would have to be considered; is 
that not true? 

Mr. Loos. Yes, that is true, with respect to the point of the deprecia- 
tion of the dollar. 

Senator Matone. Of course. 

Mr. Loos. Yes, and the fixed rates are less protection now than 
they were. 

Senator Matong. On account of the depreciation. 

Mr. Loos. Yes. 

Senator Matone. And that means that there is less percentage of 
tariff or duty or whatever it is in proportion. 

All right, now, so if that is true, it is a very simple matter for 
Congress, after it has once seen the light and let this thing expire, 
it would be a simple amendment, something that will give them the 
latitude to do the job on the basis of fair and reasonable competition, 
and then all of these trick organizations, all of these GATT’s United 
Nations, the ITO, the IMC, if it is the IMC, or whatever it is, and 
all of these smurt people that are around here now will all fade 
out of the picture, won’t they, and cur markets are not in the pot 
any more. 

Mr. Loos. If these agreements are canceled, yes. 

Senator Matonz. And the President has that in his own hands. 

Mr. Loos. Yes, but may I interject there, Senator, that I made 
an error a few minutes ago when I said we would be back to the 
1930 tariff. 

To get back to that 1930 tariff, it would be necessary first not to 
extend the act; second, cancel the existing trade agreements; and 
a for the President by proclamation to modify the existing 

uties. 

If you just cancel the trade agreements, our duties are still fixed 
and where they are now, but by canceling and then the President 
would have the authority—— 

Senator Martone. Well, it is all in the President’s hands; isn’t it? 

Mr. Loos, The President would have the authority to proclaim any 
as between the existing duty and the 1930 act duty. 

nator Martone. All right. And since we have had this experience 


over 21 i and finally if we get up and leave the game—now 
at, 


we 

can do since we have seen the hidden cards, we have seen them 

manipulate the prices on particular items; have we not? 
Mr. Loos. It may well be, Senator, it is time to do that, yes. 
Senator Matone. And then we will be out of this thing. 
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I have been here only 8 years, which is maybe a good thing that 
I haven’t been here any longer, or I would go crazy, and I have 
noticed men of repute, men that were successful in their business 
or they were representing successful people, I have seen them coming 
here with a beaten look, because they know they are going to get hurt, 
and they don’t know how bad, so they duck their heads and they try 
to get some little thing, they try to live a little bit longer. 

Mr. Loos. Yes, I have experienced the same feeling myself the 
last 10 or 15 years. 

Senator Matonz. And I do not think that I would be doing right by 
the people that I represent, and I think I represent more people than 
just those in Nevada. I think I represent the United States of America 
in the Senate, and on this subject I have spoken my mind, and I have 
done so for all of these years, and I will go on. 

’ We need the help of men like you. You have made a fine statement 
rere. 

Now, on this matter of the Constitution of the United States—I do 
not think anybody ever reads it any more, I know almost nobody ever 
reads it any more. I memorized it when I was in grade school, the 
Constitution and the Bill of Rights, and I could get up and rattle it 
right off, and it was pretty rough, but maybe it was a good idea. 
Maybe we ought to take it up again in our schools. 

You are familiar with article I, section 8—I know you are—where 
it says in so many words, that Congress may regulate—“regulate” 
may not be the word, but fix the duties, impose the excises and tariffs, 
and so on; does it not say that? 

Mr. Loos And that is the interstate-commerce clause too, to regu- 
late commerce among the several States and among foreign nations. 

Senator Marone. Yes, foreign trade. 

Mr. Loos. The several States and foreign nations. 

Senator Martone. Regulate foreign commerce, foreign trade. 

Mr. Loos. Yes. 

Senator Matonr. Now, I think, from people I have talked to, and 
IT am not a lawyer as you are, that many lawyers say it is uncon- 
stitutional and there is a suit now, whatever it is, enjoining the Secre- 
tary of the Treasury—I don’t know, I am not going to try to describe 
it, alleging unconstitutionality. 

Now, it is there, and it can be kept in the courts, I think, I don’t 
know; but if there is some way found to make it legal, it is still not 
good policy, is it? 

Mr. Loos. This kind of a statute—— 

Senator Matong. To transfer from the legislative body set up by 
the Constitution of the United States with the constitutional respon- 
sibilities to regulate foreign commerce and foreign trade, to transfer 
that to another branch of the Government, the executive branch. 
That is not good policy, is it? 

Mr. Loos. No, it is not good policy to transfer it to the executive 
branch. It may be good policy to transfer it to the Commission, which 
is—to transfer it to the Tariff Commission, just as interstate rates 
are transferred to.the Interstate Commerce Commission. 

Senator Matong. Well, I am glad you brought that up. In other 
words, to an agency of Congress, and it is an agency of Congress. 

Mr. Loos. Yes, eae cannot possibly have the time to go into 


Pr. . 
all of the details and regulate them. They have to delegate it to 
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someone, but they should delegate to a commission or independent 
agency rather than to the executive. 

Senator Matonr. That is my feeling, rather than to an executive 
committee that has the responsibility of regulating the foreign policy 
or fixing foreign policy and using our markets in making deals on 
foreign policy, which is exactly what they are doing, is it not? 

Mr. Loos. Well, they certainly are in a lot of cases. 

Senator Matone. That is what Mr. Dulles says. It is not his 
language, but the spirit of it my es it is done to influence people in 
this international proposition, that is what he said. 

Mr. Loos. Well, there is no doubt, Senator, that there has been a 
feeling and disposition on the part of some people in the administra- 
tion of this act to liquidate certain American industries for an inter- 
national purpose, and some of them have been liquidated. 

Senator Martone. Yes. I think that is a fine statement that you 
have made, and exactly right. You have been representing business 
for eT of years, according to your statement, at least for 20 

ears 
7 Mr. Loos. Well, I have been here since 1920. 

Senator Martone. Since 1920. Well, I will certainly have to revise 
or modify my statement that I think there is no commonsense here 
at all. I believe there is a little, and there is maybe less than there is 
anywhere else. 

Let me ask you this: In representing these businesses throughout the 
Nation, how can a business be a success if there is a continual weight 
held over its head, and at any moment they might wake up and there 
would be a trade agreement—how could any business succeed with 
that hanging over its head? 

Mr. Loos. It cannot succeed. . 

Senator Martone. Well, is it not an approach to destroy business? 

Mr. Loos. It has that result. 

Senator Marone. And I have said that many times, and maybe I 
jumped the gun a little, and perhaps it is done piecemeal. But there 
could be a conspiracy ? 

Mr. Loos. Well, it could be, Senator, but I do not want to impute 
that attitude to all the people who have been for this legislation. 

Senator Matone. Oh, no, very few. 

Mr. Loos. Very few. 

Senator Martone. But let me say to you, Mr. Loos, that the danger 
in all of these things, in this approach, the economic approach, the 
international approach—the most dangerous people are not the 
traitors to this Goventiaialt but these people who honestly believe 
these things. 

It has been put in the record once, but at the risk of being repeti- 
tious, let me point out one thing. We had a man by the name of Harry 
Dexter White, Assistant Treasurer of the United States when Mor- 
genthau was Treasurer; in 1945, on March 7, he submitted a memo- 
randum to Mr. Morgenthau, the Treasurer. This memorandum was 
im response to a question to determine the feasibility of extendin 
large credit to the U, S. S. R. to furnish us critical materials an 
he only named about 5 or 6 or 7 and specifically that $10 billion 
be loaned them to produce these materials, and furnish them to the 
United States of America. And he said other things, he said that we 
would be out of petroleum in 13 years, he said that at that time, 
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and that we would be out of zinc in 8 years, and we would be out of 
tungsten in 3 years, and out of manganese in under 3 years, and out 
of mercury in 2 years—and other strategic materials of which we have 
much more now than we ever had in World War I or World War II or 
the war in Korea, because when it is profitable to find it, are 
find it, and when it is not profitable, then you don’t find it. en 
you become fully dependent on another nation for these things, then 
you can be whipped without very much trouble, just by being cut off 
from your supply. 

And, we had Secretary Ickes, the Secretary of the Interior, and in 
my humble opinion, Mr. Ickes was a patriot, but he was a dangerous 
man in government, not because he was not patriotic, but because 
he was a patriot and he believed in these things. 

Now, without going into it too much, Mr. Morgenthau took the 
memorandum and sent it to the President almost verbatim and the 
President continued that policy. 

Nobody is ever going to tell me that Truman was nota patriot. He 
had been a captain of field artillery in 1917 and 1918, just like I had, 
and he is and was a patriot. But he believes this stuff, and therefore 
he is dangerous. 

And now we come to this act. You know the Congressmen and the 
Senators. I would swear by them, They are patriots, but it does not 
matter how much a patriot you are, and the greater patriot you are, 
the more dangerous you are if you believe these things, and that is 
what has happened and that is what makes this act so dangerous, be- 
cause there are men like Mr. Dulles, and nobody can make me believe 
he is not a patriot. But look, he says, he goes on to say, “serious in- 
jury”—who is going to judge the serious injury? 

They know there is injury, but not whether it is serious injury—and 
then there is the political—they are trying to cure and have a balance— 
I do not know what they intend, but I knew of all the implications of 
this act in 1935. I just knew it was going to destroy, that is all. But I 
did not know everything that I have found out since. 

I think this is the most dangerous thing in the United States of 
America tonight, Mr. Loos, and your little industry that you are talk- 
ing about is not a drop in the bucket. It is just an industry that 
happens to be in the way. They are not after you, they are after the 
national economy of this country, that is what they are after, and of 
course all of these foreign nations benefit by it. 

I am glad to hear you agree that no business on earth can exist 
with that sort of thing hanging over its head. How would you ever 
get anybody to put any money in a business with that hanging over 
its head. You could not, could you? 

Mr. Loos. No, you could not. I would not like to go so far as to 
say no business could exist. I would say it could not succeed. 

Senator Matonz. Well, it could exist for a while and finally, like a 
sick man when he does not have a doctor, it is finally eaten up. 

Now, I am glad to hear you say without any argument that the 
escape clause and the tariff plans as they are now are simply held out 
to the people as an escape clause, or as a peril point, when thare is no 
chance of its working, and I think I understand you to say that with- 
out an amendment, it is all in the hands of one man, there is nothing 
binding on the Tariff Commission. 
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Mr. Loos. Yes, I think in the present form and in the way they 
are administered, they are an illusion. 

There is no doubt about it being left to a single man to decide. I 
think it was hoped that the President would make decisions more 
closely following the Tariff Commission. 

Senator Maxone. There is no escaping the conclusion that all of 
these were done to fool the people, so that the people would go along 
with the act and to think that they would not be destroyed, and if any- 
one objected, then he would be destroyed if he was taking something 
under contract 

Mr. Loos. Well, it certainly was not popular to be opposed to some 
of these statutes during the past 20 or 25 years. 

Senator MaLone. That is about the best statement I have heard for 
some time. The peril point, of course, the way it operates has no 
chance of success. 

Mr. Loos. Yes. Nobody knows what the peril point is, because it 
is not disclosed. The Tariff Commission findings are not disclosed 
to the public. 

Senator Martone. And if you have already put-it into a 3-year agree- 
ment, if they make the agreement on the peril point as determined b 
the Tariff Commission and the State Department takes that peril 
point and puts it in the trade agreement 

Mr. Loos. If it is put in the trade agreement, it is in there forever 
until it is changed. 

Senator Matoner. All right, then, how could it work? It has not 
a chance. 

Mr. Loos. Well, the idea was that the peril point in conjunction 
with the escape clause and as conditions change, you would have the 
escape clause to get out. 

Senator Matone. Let me ask you this final question. Could any- 
one have any doubt that one man had the final decision ? 

Mr. Loos. No, sir; there is no misunderstanding about that. 

Senator Martone. Mr. Chairman, I think that here we have had one 
of the best witnesses of the day, and I want to congratulate him. 
That is all. 

Mr. Loos. You overwhelm me. 

Senator Lone. Thank you, Mr. Loos. 

Mr. Loos. Thank you, Mr. Chairman. 


STATEMENT OF GORDON W. SPRAGUE, AMERICAN CONDENSING 
CO., APPLETON, WIS. 


Mr. Spracur. My name is Gordon W. Sprague. 

We used to manufacture casein, but we are out of that business now. 

Senator Matonr. Why did you get out of that business? 

Mr. Spracvue. Section 22—that is in my statement, that goes to the 
reason why we are out of that business now. I will take that up. 

Now, I find myself controverting Mr. Fromer with respect to his 
cheeses. We do not make cheese, but we do manufacture these dairy 
products which many peole think are protected by section 22. 

I want to show that it is necessary to st: hen section 22 and make 
some changes in it in order to accomplish the things which I just do 
believe that the Co intended section 22 to do. Therefore, I will 
be in controversy with Mr. Fromer. 
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Just for a moment, I would like to say that the foreign type cheese 
industry about which I know has such a wide range of prices that I 
do not think anybody except an experienced organization like the 
Tariff Commission could make very much out of it. : 

I know that the statement Mr. Fromer made about prices would not 
apply to butter and would not apply to Chedder cheese and would not 
apply to any of the dry-milk products. I have no doubt that the wide 
range of prices Mr. Fromer quotes can be found in the specialty types, 
but you can find such a wide range of prices both in the domestic 
and in the foreign products. 

I merely wanted to make that point. 

Senator Martone. Before you start, as a matter of fact, do not these 
foreign producers and importers take all that the traffic will bear, in 
other words, if someone goes out of business over here, they just take 
that? 

Mr. Spracur. Well, that is true, and also the fact that you expect 
to pay—I don’t know what kind of a record this will make—but you 
expect to pay more when ga go into a specialty store. 

Renator Matone. Well, would it not be something like a suit of 
clothes of some particular material that might be woven in Scotland 
and it has the tariff on it and it costs more for some reason, but you 
want it and you pay it. 

Mr. Sprague. That is right. 

Senator Matone. More than if you were to take ordinary cloth? 

Mr. Spracue. That is right, and that is their specialty. 

The only reason I drag that in is the fact that I believe some of 
these manufacturers of foreign-type cheese are entitled to action un- 
der section 22 just as much as we are. 

Now, I have a statement here. I would like to have it go into the 
record, if I may, because it contains an exchange of co ndence 
with the Secretary of Agriculture and it has a few statistics which 
you will not find anywhere else, and then I think I would just talk 
after that. 

Senator Lone. You may do that. We will print your statement. 

You go ahead and give your comments on the situation as you see 
it. If you wish, you may summarize your statement. 

Mr. Spracue. All right, thank you. 

Now, we feel somewhat out of place here. These things that we 
have been hearing—they are much too complicated for me. I am one 
of these fellows that has been in the milk esther with 2 or 3 lines, 
and I have seen 1 of those products die, and another one is on the 
way out now. I hesitate to come in and take your time, but I just 
want to tell you what happened. 

I will just do that, that is all, and see if what I say contains any- 
thing important. 

We applied.for an import quota under section 22. To us, it seemed 


very simple. 
Section 22 said that if the pee were coming in to such an extent 


that domestic production was falling and imports were increasing, if 
the Secretary decided: that was the case, then he must to the 
President and the President must ask for action by the Tariff Com- 
mission. After he got that action by the Tariff Commission, he had 
the choice to do something about it or tell Congress. ri 
Senator Matonr. Who had the choice? ial 
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Mr. Spracus. The President, he could either act, or tell Congress if 
he would not act. 

Senator Matonez. There is no question about that, that has been 
established here today. 

Mr. Spracur. All right. So, we made our application and made 
our showing and they are the things that are in this report. 

Now, we were turned down by the Secretary of Agriculture and we 
think that it is wrong for any administrative agency to have the power 
to reject an action by the Tariff Commission when that administrative 
agency, in so doing, may be determining the life or death of an 
industry. 

We believe that only the Congress should have that power in the 
United States. That perhaps is the important point, if it is an 
important point. 

f con go through these letters briefly. We showed that imports of 
casein had increased, no doubt about that, there was every evidence 
that it would continue to increase, and our domestic production has 
fallen and we presented those facts to the Secretary of Agriculture. 

Now, we never got our application out of Agriculture. All of these 
arguments that you folks have been hearing today mean nothing to us, 
we never got beyond the Secretary of Agriculture with that informa- 
tion because he said, first, that our information indicates that it is not 
sufficient justification for action under section 22. 

In other words, there was not enough money involved, and the fact 
that we might die, was not the important consideration, there just was 
not enough money involved. 

Furthermore, he said there is no evidence that an import quota would 
raise prices—well, we never claimed it would. We have assumed all 
the time that he would be glad to put in a block which would stop, or 
at least retard, declining prices. 

But he made the point that it would not raise prices; therefore, there 
was no reason for acting. 

There we come to another important consideration which I think 
has to be given account. There are many things going on in this coun- 
try today which have the effect of reducing incomes which farmers 
receive not in terms of price but in terms of the cost. 

If we go out of business, this farmer is going to find that there is no 
way oor that whey at all and he will be loaded with the cost of 

is i 
enator Matonr. Where do you operate ? 

Mr. Sprague. In many States. We operate in Wisconsin mostly, 
New York, Oregon, California, Kentucky, Tennessee, Minnesota, and 
a little in Sven. Soeeneraee operation. The Congress in both Houses 
is today considering bills for stream pollution. The whey we buy and 
make into a commercial product is a notable source of stream pollution 
if it isn’t so used, If you will have imports force that whey back into 
the streams and sewers then you are going to amortize taxes to pay this 
farmer to put in stream-pollution equipment and you really get hooked 
coming and going. You not only lose the income from manufactured 
whey but you pay out on the other side for preventing stream pollu- 
tion. Section 22 does not take account of such things. They are im- 
portant. I think in making an investigation the Tariff Commission 
and the Department of Agriculture should take account of such things 
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because they do add up to farm income which the Congress is trying to 
support. 

den as a third proposition the Secretary admitted that if quantity 
of milk sugar produced were decreased as a result of serious imports 
that would intensify the whey-disposal problem and increase the whey- 
disposal cost to many factories. 

Senator Martone. He actually said not enough money involved ? 

Mr. Spracus. The turn of the whole argument was on this term, 
“materially” affect programs. 

Senator Lone. Do you have that quotation from the Secretary of 
Agriculture in your printed statement ? 

Mr. Spracur. The exchange of letters is here. I have been liberal 
with it but the exchange of letters is in here. There are three letters. 

Senator Lone. Which one is it in which he says that relief is denied 
and about which you complained ? 

Mr. Sprague. It is in this letter following page 3. You will find 
it all in that letter. 

Following that the Department of Agriculture had a support pro- 
gram for whey. We thought they would strengthen our program 
when they started buying dry whey to support the price. We thought 
we would be in a better position to make our case. So we made it 
again. We were again denied for the same reason: it would not in- 
crease the price of milk. I could go on here with these other pages. 
They are very carefully written. You will put all this in the record; 
there is no need for me to take up your time more than to say if you 
cut off a pound of milk sugar you will have 1 more pound of dry whey 
to produce and sell. 

ave are talking about 5 million pounds of milk which this operation 
aifects. 

As I have estimated it I was talking about $3 million. 

In other words, in the last 2 years the price of whey has gone down 
to an extent that lost the farmers $3 million. I don’t know what 
“material” means, but I come back to Mr. Loos’ position. Wouldn’t it 
be a good thing to have a criterion so people who have these problems 
and read the law might come up with some sort of an idea as to what 
we are talking about? 

I think that $3 million is very material. 

Senator Lone. You feel that $3 million is the most of whey now ? 

Mr. Spracue. The decline in the price of whey, which has taken 
place in the last 2 years, against the 5 billion pounds of milk used by 
the whey industry for manufacturing, cost farmers two and a half to 
three million dollars. Probably some of the folks did not pay as 
much as we did. Some may have paid more. It comes out about 
$3 million. 

Senator Lone. Thank you very much. 

Mr. Frank Masterson. 

. That concludes the hearing for this evening. Mr. Masterson is not 
ere. 

Senator Martone. Mr. Chairman, could I question this witness? 

Senator Lone. Certainly. 

Senator Matonz. Your name is Mr. Sprague. 

Mr. Spracus. That is right. 
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Senator Matonz (presiding). Now, Mr. Sprague, we have heard a 
good deal about the protection afforded agriculture through the section 
22-—— 

Mr. Spracus. That is right. 

Senator Martone. Of the act. 

Mr. Sprague. That is right. 

Senator Martone. You are the first one that has come here and wants 
to tighten this that I have heard. 

Mr. Spracue. Well, I thought Mr. Reed of the National Creamery 
Association submitted a proposal for section 22 the other day in which 
they thought that it should be made mandatory at least on the Secre- 
tary and mandatory on the President under some conditions. I am 
sure that many of us in the industry agree that it should be the Con- 
gress that makes the decision as to whether or not a recommendation 
by the Tariff Commission should be followed. 

We are playing with things that are much too big to be the re- 
sponsibility of one person anywhere. 

Senator Matone. You are aware, of course, that the 1930 Tariff 
Act made the Tariff Commission an agent of Congress and set down 
the principle upon which they would operate. 

Mr. Sprague. That is right. 

Senator Martone. That was the basis of fair and reasonable com- 
petition, meaning to fix a duty as an evener between the foreign cost 
and the domestic cost. That is right, isn’t it ? 

Mr. Sprague. Yes. 

Senator Matone. Was there ever a duty on casein ? 

Mr. Spracue. Yes. I can’t tell you what that duty was. 

Senator Matone. Did they cut the duty? 

Mr. Spracug. I am sure they did; yes. 

The sugar was 25 percent ad valorem. That was because it was 
caught in the waste basket clause in the act. 

There was a specific duty on casein. 

Senator Martone. You are aware that the 1934 Trade Agreements 
Act completely changed the principle of determining the duties and 
imposts and excises that we call tariffs? 

Mr. Seracur. That is right. 

Senator Maton. In other words, instead of being on a principle of 
fair and reasonable competition and to be determined by the Tariff 
Commission on the factual basis of the difference in cost ? 

Mr. Sprague. Yes. 

Senator Martone. Then the 1934 Trade Agreements Act made inac- 
tive that act-and included many considerations; that is, international 
political considerations and the general economy considerations in the 
United States. 

Mr. Sprague. Considerations we never understood, of course, but 
we know the procedure was changed. 

Senator Matonz. No one else understood them. But you do under- 
stand that they changed the —— completely. 

Mr. Spracusr. That is right. 

Senator Matone. Then instead of the Tariff Commission determin- 
ing this difference and recommending that to be the tariff, it was left. 
entirely to the Executive ? 

Mr. Spracup. Yes. 
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Senator Matong. And regardless of any escape clause or any peril 
point clause it was still in the hands of the Executive regardless of 
what the Tariff Commission said about it; was that right? 

Mr. Spracue. That is the way we understood it. 

Senator Martone. You are aware that the Constitution of the United 
States, article 1, section 8, does make it the constitutional responsibil- 
ity of Congress to set these duties, imposts, and excises that we call 
tariffs; do you not? 

Mr. Spracus. Yes; that has also bothered us, yes. 

Senator Matonr. You are aware that the same section puts the full 
responsibility on Congress to determine to regulate foreign trade? 

Mr. Spracus. That is right. 

Senator Martone. Now even if it is constitutional, which many of 
us doubt—and it is in the court now. That is to say, Morgantown 
Glass Co. has sued the Secretary of Treasury on constitutional grounds 
and, as a matter of fact it is my opinion that is where you ought to be 
as friends of the court. All you people who are complaining, because 
you are not bringing the suit, 7 are trying to get that determined 
and you are all worried to death. 

Any individual, any independent party, your lawyer can tell you, 
can file a brief as friends of the court and be heard, take a deposition. 

Mr. Sprague. I had not thought of that. 

Senator Maronz. Then Senators and Congressmen of Wisconsin 
and wherever you operate, the papers will use it, they will know what 
is happening to you. 

Of course you never thought of it, but I am sure you will do it. 

Business is licked, it is beaten. Its ears are knocked down. That has 
lost its political guts. They have none. If in fact they have ever had 


any. 

Mr. Spracue. I have not won anything by talking to anybody about 
our problems; it seems to be a waste of time. But I am still here. I 
did not expect to win a thing here today but we will keep this on the 
record as long as we have money enough to come down here. 

Senator Martone. Neither have I won anything. I am here for the 
ninth year. I quit the engineering business to come down here. I 
will win one of these days unless all business quits me. 

You do understand that all these trick organizations that we have 
heard named today—the GATT, they spelled it with two t’s unfor- 
tunately, at United Nations, IMC—all fall on their face if you let 
this act expire and the President cancels these trade agreements 
already made. 

Mr. Spracus. I am not a lawyer. To me the argument about the 
Bricker amendment and GATT is about the same case; it is a question 
whether Congress will do this job or whether somebody else will do it. 

Senator Matong. As a matter of fact they are a little bit difficult, 
because in the matter of foreign relations, in making treaties, the 
President is empowered by the Constitution to do that. The Bricker 
amendment would prevent him from violating any of the constitu- 
Gem peerirs of = i tga aan other ee 

This is entirely a different thing. is is a co) ional responsi- 
bility. But you do understand that if we extend this act we keep our 
markets in the pot, and they are still operating in Geneva. Do you 
understand that? 
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Mr. Spracce. Yes. I also know that many college professors are 
out preaching about the fact that we ought to have free trade. The 
peril points and section 22 and those things they think are all the help 
we need. We know that is not so but what do we do about it? 

Senator Martone. There are a lot of frustrated professors and 
ple who are working for the Government that do have those ideas, 
I know that. But that was not what I came to the Senate for. And 
if I can get any help from business, if they would come in and do 
something besides just duck their head and say I'd like to live one 
more year, we might win. I think we are going to. 

Mr. Sprague. I wonder how sick we have to get before we start win- 


ning. 

Seat Matone. This says you have to suffer serious injury. 

Mr. Sprague. I have heard you say that three times today. 

Senator Martone. If all the business today suffers serious injury 
this economy will go out like a light. 

Mr. Spracue. I hate to think it is going down. It is sagging now 
in spots. The casein business has sagged badly. 

Senator Marone. Do you think o Vathans can have a healthy eco- 
nomic growth or a continuance of its present size continually under 
the shadow of a State Department or Executive that may make an 
agreement at any time of the day or night to put him out of business? 

Mr. Sprague. It depends on the agreements. It was not that way 
when we built this business in the United States. 

Senator Matonr. When did you build it? 

Mr. Spracue. Ever since the Civil War. It was not that way over 
that period of time. 

Senator Maronr. It is that way now. And for many years there 
was no real opposition to this act. They extended this almost per- 
functorily. I was getting madder and madder 3,000 miles away from 
here because I knew you could destroy every business in the United 
States of America that needs that protection to even the cost between 
here and the foreign nations. 

Mr. Spracue. I always suspected the people who set up that act 
had different intentions for it than it turned out. 

Senator Matone. What intentions did you think they had? 

Mr. Sprague. I suppose you are talking about Mr. Hull. 

Senator Marone. I am not talking about Mr. Hull. 

Mr. Spracue. We are not talking about the same thing. Let’s for- 
get it. 

Senator Martone. I think they used him as a tool. 

Mr. Sprague. I don’t think he had any intention that these things 
were going to happen. 

Senator Matonn. He wanted to sell coal and tobacco and cotton, 
and he was a patriot. 

Mr. Sprague. I believe that. 

Senator Martone. The people who cooked these things up are not the 
ones who sell them to the le of the Government. They sell some 
important Government officials and important people in this Nation 
who sell them to the Nation. 

Mr. Spracuse. The basis on which they make their determinations 
are obviously different than we thought they were going to be or dif- 
ferent than we would make them; that is sure. 
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Senator Martone. You just could not conceive as a businessman that 
the Congress of the United States could be the dupe of people who 
wanted to destroy you; could you? 

Mr. Spracue. I worked for the Government a while. I know the 
extent to which Congress depends on the Government agencies and I 
can understand how the Congress can get itself in that trap for a little 
while. The Congress has got to pull out of it, otherwise all of the 
things you hear about are going to happen. 

But Congress has the job of pulling out of this hole. 

Senator Matone. 21 years is coming of age, isn’t it? 

Mr. Sprague. Yes. 

Senator Maronr. We ought to come of age. 

Mr. Spracue. The things are beginning to show up in rougher shape 
than a few years ago. 

Senator Matonr. They showed up many years ago but it did not 
happen to you so you didn’t come down. 

Mr. Sprague. | am here now, Senator. 

Senator Matone. Do you believe—that is what I want you to tell 
me for the record—that any business that needs a duty or some evener 
between the low-wage competition abroad and here to exist can be 
successful over a period of years with this thing hanging over their 
heads? It could happen at any time even if it has not happened 
already. 

Mr. eeciiio. Well, we know what happens when the things begin 
to work in our backyard. How many backyards are they working in? 
I know people in the knitting business who are in worse shape than 
we are but not much worse. 

Senator Manone. You heard Mr. Batt testify today that he thought 
these tariffs ought to be continually lowered and there ought to be 
increased competition. 

Did you not hear him ? 

Mr. Sprague. Yes. 

Senator Martone. You did not happen to hear Mr. Hoffman a few 
days ago? He said any business that could not exist under the 
continual lowering of tariffs, should go out of business anyway. 

Mr. Spracue. No. Look, I spent a good deal of time when I testified 
to this subject before Ways and Means, showing some data which 
I had worked up which showed that the dairy industry, the one in 
which we work, and there are many others like it, have certain costs 
within themselves which make it impossible for such an industry to 
grow up to great size. Size makes it possible to compete indefinitely 
with lower wages abroad, as you lly ese at home. 


There are industries like that. With the dairy industry it is the 
fact that this milk or whey is around 90 percent water. You have to 
haul all that water if you bring the milk to a large factory and you 
don’t make any money hauling that water; it is a cost. 

The cost to assemble milk is so great you can’t build big plants. 


There must be a lot of little plants, and with a lot of little p 
can’t make big savings to offset low wages abroad. 
Senator Matonr. It could be that Mr. Dulles had you in mind. I 
believe he was honest in testifying here. In answer to the very ques- 
tion as to whether injury to a business could be justified under this act 
I do recognize that the competition, whether it is domestic or foreign 


ants you 
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does injure and it injures first the weaker and less economical units 
in the industry. Perhaps he had you in mind. 

Mr. Spracue. There are a lot of industries like that. 

Senator Martone. If we know that it is contemplated that these in- 
dustries be destroyed or you re-make the industrial map of the Nation 
on the basis of fitting into international political complications that 
may make you friends or lose you friends—I think it loses you in a lot 
of cases—if the President thinks it makes friends he can trade any 
industry in the United States for that particular purpose, can’t he? 

Mr. Spracue. It would be interesting to get into a nice debate. 

It will take hours. I would like to defend the idea that free trade 
breeds war and not peace. 

Senator Matong. I think that is a good closing statement. I agree 
with you. 

(Mr. Sprague’s prepared statement in its entirety follows :) 


A STATEMENT PREPARED FOR PRESENTATION TO THE SENATE COMMITTEE ON FINANCE 
WITH REFERENCE TO H. R. 1 


My name is Gordon W. Sprague. I work for the Western Condensing Co. at 
Appleton, Wis. The executive office of the Western Condensing Co. is at Peta- 
luma, Calif. 

My interest here today is only in milk sugar, a product of milk produced from 
whey. This product is importantly connected with whey utilization and disposal 
and the price of milk used for manufacturing. 

We ask that the Congress recognize the weaknesses in section 22 with reference 
to products manufactured from milk or butterfat or products thereof. Two 
important clarifications of intention are needed as follows: 

1. When domestic production of such a product is falling and imports are 
rising, there should be an investigation by the Tariff Commission to determine 
the cause and recommend with reference to import duties or quantitative 
limitations. 

2. Whenever the reduction in domestic production is associated with lower 
prices to farmers because of increased costs of disposal of waste materials, then 
this fact and the water pollution aspect, as well as the cost to farmers, shall be 
taken into account in determining the need for an increase in duty or for a 
quantitative limitation on imports. 

Our purpose is to show that section 22 of the Agricultural Adjustment Act, 
as now interpreted, provides no protection for many dairy products. The inter- 
pretation used by the United States Department of Agriculture has already 
allowed the casein industry to become almost extinct. Other segments of the 
dairy industry are in danger of extinction if the law is not strengthened, or 
differently interpreted. 

Section. 22, as we read it, provides the criteria for mandatory action as follows: 

Section 22 says that “Whenever the Secretary of Agriculture has reason to 
believe that any article or articles are being or are practically certain to-be 
imported into the United States under conditions and in such quantities as to 
render or tend to render ineffective, or materially interfere with, any program or 
operation undertaken under this title or the Soil Conservation and Domestic 
Allotment Act. * * * or to reduce substantially the amount of any product 
processed in the United States from any agricultural commodity or product 
thereof with respect to which any such program or operation is being under- 
taken, he shall so advise the President, and, if the President agrees that there is 
reason for such belief, the President shall cause an immediate investigation to 
be made by the United States Tariff Commission, * * *.” 

“If, * * *, the President finds the existence of such facts, he shall by procla- 
mation impose such fees, * * * or such quantitative limitations * * * as he 
finds and declares shown by such investigation to benecessary * * *.” 

It appeared from the criteria of section 22 that the necessary showing for any 
product of milk was that imports had increased and production had decreased. 
This showing was made in a request for an import quota on milk sugar dated 
April 21, 1953. ; 

The data on imports and production to date are as follows: 


59884—55—pt. 318 
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Imports and production of milk sugar 
{In thousands of pounds] 


1 Imports started the year after European currency devaluation in 1949, 
212 months ended November 1954, latest data available. 


Imports for the 6 months ended November 1954 were 1,476,000 pounds as com- 
pared with 841,000 pounds for the same period in 1953. 

The criteria of section 22 were met. Imports of milk sugar have risen and 
are continuing to rise. Production is declining. 

If this trend is continued the result will be the same as for casein. Casein 
production exceeded 20 million pounds in 1951, but is now reduced to 5 or 6 
million pounds because of the pressure of imports. 


Request for quota denied 
The petition for an import quota was denied for reasons given in the following 
letter. 
DEPARTMENT OF AGRICULTURE, 
Washington, D. C., October 27, 1958. 
Mr. Gorpon W. SPRAGUE, 
Western Condensing Co., 
Appleton, Wis. 


Dear Mr. SpraAGue: The request contained in your letter of April 21 for re- 
striction of imports of milk sugar (lactose) to the level of 1950, at the average 
of imports for the 5 years 1948-52, pursuant to section 22 of the Agricultural 
Adjustment Act, as amended, has received our careful consideration. We have 
made an investigation on the basis of the information submitted by you, together 
with other available data. Our investigation indicates that there is not suffi- 
cient justification for action under section 22. 

It also shows that, regardless of whether we restrict imports of milk sugar, 
there is no prospect of an immediate increase in prices of either dried whey 
or milk sugar that will result in a substantial increase in prices of liquid whey 
and in prices to producers for milk. Prices to cheese factories for liquid whey 
have declined during the past year and factories now are receiving little or 
nothing for it. This has caused a corresponding decrease in prices to producers 
for milk used in making cheese and liquid whey. All of the decline in price 
of liquid whey, however, apparently is accounted for by the decline in prices 
of dried whey which would not be increased by the proposed action. 

The investigation discloses that a decrease in the quantity of liquid whey 
processed into dried whey and milk sugar, as a result of increasing imports of 
milk sugar, would intensify the serious whey disposal problem and increase 
the whey disposal costs of many factories. There does not appear to be, however, 

sufficient evidence to warrant action under section 22 on the grounds that these 
costs would in general interfere with the price-support program for milk to a 
material degree. 
Sincerely yours, 
True D. Morse, Under Secretary. 


The letter first denies the authority to act under section 22. We are, therefore, 
asking that section 22 be amended to be effective for all products manufactured 
from milk or butterfat or products thereof. 

The letter also says that no price increase will result from an import quota. 
But the price of milk sugar has a direct bearing on the value of whey, and surely 
section 22 was also designed to prevent deterioration in prices and markets due 
to imports. This position needs to be clarified. 

There has been further deterioration in the market for milk sugar since October 
1953 and the value of whey has decreased. 

The letter refers to the falling price of dried whey as the total source of 
decline in the price of milk. But each pound of milk sugar produced reduces the 
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supply of dried whey by 1 pound. A weakening of the milk-sugar demand will 
therefore increase the supply of dry whey and reduce its value. Section 22 needs 
clarification to cover this type of relationship. 

The last paragraph admits that backing up of liquid whey would increase 
cheese-factory-whey disposal costs. It follows, therefore, that importation of 
milk sugar tends to render the price support for milk and butterfat ineffective. 
When the price effect of imports is great enough to cause declining domestic 
production, it should be considered material. 

On April 22, 1954, the Secretary announced a program to dispose of nonfat 
dry-milk solids for animal feed. 

On May 24 the Department of Agriculture announced a limited nonrecourse- 
loan program to support the price of products of whey. The legal basis for a 
quota on milk sugar was thus strengthened by a new price-support program for 
dry whey. Import quotas such as those on nonfat dry-milk solids and dried 
buttermilk seemed reasonable. 

A second request for quota was filed with the United States Department of 
Agriculture on November 11, 1954. This request pointed out the additional 
danger of further increased milk-sugar imports because of export of dry whey 
purchased under price support. Such whey, partly converted into milk sugar, 
will displace whey and sugar manufactured and used abroad. The evidence is 
strengthened by the fact that dry whey is being exported to Netherlands, the 
principal foreign producer and exporter of dry-whey products. Following is a 
copy of the second letter of application : 


NOVEMBER 11, 1954. 
Mr. JAMEs A. McCoNNELL, 


Administrator, Commodity Stabilization Service, 
United States Department of Agriculture, Washington, D. C. 


Dear Mr. McConneEtL: This is a request for an import quota for each of the 
products manufactured from whey, but particularly for milk sugar. It is made 
pursuant to regulation, part 6, sections 6.3, as published in the Federal Register 
of September 16, 1952. The request is for an import quota under the provisions 
of section 22 of the Agricultural Adjustment Act of 1933, as amended. 

Imports of milk sugar during the months of 1954, for which reports are avail- 
able, are at a higher level than those for the same months of 1952, the year of 
highest imports. You are selling dried whey for export under the price-support 
program. This dried whey can, and almost certainly will, be converted into 
milk sugar and other products. Some of these products will be shipped back to 
this country, or will displace other products in the markets of the world, which 
other products will come to this market. Importation of any of these products 
manufactured from whey is inconsistent with the price-support program and 
defeats the purpose for which the whey procurement program was undertaken. 
It is requested that the Secretary discontinue the sale of whey from the inventory 
at hand until such time as import quotas can be established for products of whey, 
which import quotas will protect farmers from further encroachment on their 
markets by foreigners who have merchandise manufactured out of the Com- 
modity Credit Corporation inventory for distribution. 

Yours truly, 
Gorpon W. SPRAGUE. 


This application was denied by letter dated December 31, 1954, copy of which 
follows: We call attention to paragraph 2. Evidence will be presented to show 
that milk sugar is important to the price of milk. 

Paragraph 3 indicates again that a rise in the price of milk was considered an 
essential. criteria. Again we believe section 22 is useful to prevent market 
ptr oa when caused by imports and price increase should not be a necessary 
criteria, 

DEPARTMENT OF AGRICULTURE, 


Washington, D. C., December 31, 1954. 
Mr. Gorpon W. SPRAGUE, 


Western Condensing Co., 
Appleton, Wis. 

Dear Mr. Spracve: Your request of November 11, 1954, that imports of milk 
sugar (lactose) be restricted under section 22 of the Agricultural Adjustment 
Act, as amended, has received careful consideration. 

Analysis of all available information, including the material submitted by you, 
shows no evidence that imports of milk sugar are materially interfering with the 
Department's program for supporting prices to producers for milk and butterfat. 
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According to available information, there would be no substantial increase in 
the price of liquid whey and in prices to producers for milk and butterfat even if 
imports of milk sugar were embargoed. 

The present investigation indicates that conditions have not changed sufficiently 
since the earlier investigation in 1953 to warrant action under section 22 to restrict 
imports of milk sugar. 

Sincerely yours, 
Bart A, Burz, 
Assistant Secretary. 


Some facts about milk sugar 


One hundred pounds of milk, manufactured into cheese, can be used to pro- 
duce about 2 pounds of milk sugar. It follows that a reduction in production 
of milk sugar amounting to 1 million pounds directly affects 50 million pounds 
of milk. 

Imports of milk sugar weaken the domestic market, an outlet for 25 to 30 
million pounds of whey solids in the form of sugar. Weakening this market 
affects 1.25 to 1.50 billion pounds of milk. 

Bach pound of sugar manufactured reduces the supply of dry whey by 1 
pound. In 1953 production of dry whey amounted to 175 million pounds and 
milk sugar 26 million pounds, making a total of 201 million pounds of dry whey 
solids. Shifting milk sugar back into dry whey because of the imports of milk 
sugar, weakens the dry whey market. This would affect the market strength of 
all whey solids, either dry or condensed, which in total applies to about 5 
billion pounds of milk. 

It is desirable, therefore, to utilize as much liquid whey as possible to increase 
the farmers’ return from milk and relieve farmers of the cost of other disposal. 
The relationship of whey prices to the price of milk ; 

Cheesemakers add their income from whey to their income from cheese and 
whey cream in determining the prices paid to farmers for milk. Milk sugar 
contributes value, through whey, to milk used for manufacturing cheese. 

The following data were taken from the report of a cheesemiker in Wis- 


consin. Reports are returned to farmers each month, with the milk check, to 
show the source of the cheesemakers’ income. 


[In cents] 


Factory price report a y aoe 


Price per pound of cheese 65.6 6.0ic -puisbeladieesn ns odedds eke sc i 38. 34. 
Whey cream per 100 pounds of milk ; 20. 17. 
Whey per 109 pounds of milk . 2. 

Price per 100 pounds of milk, net 359. 320. 


This accounting shows that the income from whey sales per 100 pounds of 

— eaeen by the cheesemaker dropped 6.3 cents between December 1952 and 
une 1953. 

Since June 1953 there has been no important reduction in prices, already 
at the vanishing point. Changes*since’that’ time have-been in the form of pro- 
duction curtailment which returns the disposal problem with its cost from the 
whey manufacturer to the cheesemaker and the farmer. 

Further to the question of farm milk price, there follows some data on the 
relationship of cheese factory income and income for whey for the years 1951 
to 1954. These data were taken from the annual statements of 11 cheese fac- 
tories operating in Wisconsin, 
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Income from cheese sold and whey sold in 11 cheese factories 


as percentage 
inagmne dor income for of cheese 


income 


Average | Average Whey income 
whey 


Percent 


7 
L. 


The factories above sold their whey. These data do not reflect the income 
situation for cheese factories which no longer find a market for whey and now 
are paying the additional cost of disposal. 

When the price for milk is $3.50 to $4 per hundred pounds, as was the case 
during 1951 and 1952, then the price of whey, at 1.2 percent or higher, added 
about 5 cents per 100 pounds of milk to the farm price. In 1953 and 1954, with 
milk at about $3 per 100 pounds, the contribution from whey at 0.28 percent was 
less than 1 cent per hundred pounds. 


Whey disposal problem national in scope 


The attached table shows cheese production in selected States and for the 
United States. This table was compiled to show that most States have a cheese 
and whey production. Each pound of cheese listed on this page was accompanied 
by about 9 pounds of whey in the manufacturing process. This shows that in 
1953, the latest year for which complete data are published by the Department 
of Agriculture, more than 12 billion pounds of whey were available from the 
production of whole milk cheese. 

The United States Department of Agriculture also reports 2,541 million pounds 
of skim milk used in producing cottage cheese curd manufactured in 1953, 
including every State except Rhode Island. 

Each 100 pounds of skim milk used in the manufacture of cottage cheese yields 
about 80 pounds of whey. The 2,541 million pounds used would yield about 2 
billion pounds of whey. 

The whey problem exists in every State. 

Utilization should be encouraged for solution of the problem. Failure to 
utilize whey emphasizes the problem of stream pollution. Liquid whey, which 
is not fed directly to farm animals or manufactured into some useful product, 
must be either returned to the sewers and streams, or some other method of 
waste disposal must be discovered. This is costly and must be paid for out of 
the income of farmers who produce the milk. 
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Cheese: Production in selected States and total United States production, 
1949 to 1958 


{In thousands of pounds] 
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! The sum of the States listed will not be equal to total United States production due to the fact that the 
selected States do not include all production. 


Senator Matong. The committee will stand adjourned until 10 
o'clock tomorrow morning. 


N egoiigs at 9:10 p. m., the hearing was adjourned, to reconvene 


at 10 a. m., March 17, 1955.) 
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THURSDAY, MARCH 17, 1955 


Unirep States SENATE, 
CoMMITTEF ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:10 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. 

Present: Senators Byrd, George, Long, Smathers, Barkley, Milli- 
kin, Martin, Williams, Malone, and Carlson. 

Also present: Elizabeth B. Springer, chief clerk. 

The Cuarrman,. The first witness is the Honorable Strom Thur- 
mond, United States Senator from South Carolina. 

If you will pardon me a moment, I have been requested by Senator 
Saltonstall to read a letter presenting the views of the Massachusetts 
textile industries for the record. It says: 


Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


My Dzar Mr. CHAIRMAN: May I take this opportunity to write you briefly 
concerning H. R. 1 and the interests of Massachusetts textile industries whose 
representatives are testifying before you this morning. I wish I could be present 
myself, but I cannot because I have long-standing engagements in Boston on 
this day. This is, as you know, Evacuation Day and St. Patrick’s Day—an 
occayon much commemorated annually in Boston. 

However, I would like briefly, through this letter, to join with the witnesses 
and to say that I trust your committee will give its most thoughtful and particular 
consideration to several sections of this bill. 

H. R. 1 is an integral and basic part of the President’s foreign economic pro- 
gram. Properly and equitably implemented, it can be of much value to the 
people of our country and, indeed, to those of the entire free world. It is 
absolutely essential, however, that, as we continue to work to build up and 
enlarge our foreign trade channels on a reciprocal basis, we not neglect the 
prosperity of our native American industries and the future security of the 
thousands of good citizens who work in our industries. In building up our 
foreign trade, we must be mighty careful not to tear down our domestic industrial 
life and damage it beyond repair. 

I am reliably informed by the counsel for the Associated Industries of Massa- 
chusetts, an association representing approximately 90 percent of all our indus- 
tries in Massachusetts, that in terms of total employment in these industries, 
we estimate upwards of 54 percent of Massachusetts workers are in industries 
likely to be affected in whole or in part by further tariff reductions. 

In this connection, I would like to emphasize that the peril-point and escape- 
clause sections of this legislation are essential. You may in your wisdom well 
consider how they may be strengthened by giving the recommendations of the 
Tariff Commission greater weight in any final decisions that may be made. 

The Massachusetts textile industry is particularly concerned with two things. 
First, President Eisenhower, under the terms of H. R. 1 has certain powers 
with relation to reducing tariffs for a term of 3 years and at not more than 
5 percent a year. This authorization has been qualified by him in his letter to 
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Congressman Joe Martin of Massachusetts in which he writes: “No American 
industry will be placed in jeopardy by the administration of this measure” 
and, again, “You know, too, that this program will be selective in application, 
for across-the-board revisions of tariff rates would poorly serve our Nation’s 
interests. The differing circumstances of each industry will be and must be 
carefully considered.” In these words we have President Eisenhower's assur- 
ance concerning the powers which he may exercise under section 3, paragraph 
D, of H. R. 1. Why is it not wise, in view of these assurances of the President, 
to extend the act for 2 years instead of 3, so that Congress can again consider 
the problem in the light of conditions then existing? 

Secondly, the Massachusetts textile industry is concerned with the broad 
powers provided for administration under section 3, paragraph E, page 5, of 
H. R. 1. This represents a real worry to the textile industry, which is in such 
heavy competition with Japanese industry. I hope your committee may con- 
sider whether or not this paragraph may not properly be so amended as to 
place that Japanese competition on the same level with those prescribed in 
other sections. 

Mr. Chairman, I earnestly hope that your committee may strengthen H. R. 
1 in such a manner and to such a degree that our textile and other industries 
in Massachusetts vitally affected by the tariff may not be wiped out, or their 
business so much diminished that many of our employees will be without work 
and so forced to leave their homes and those gainful occupations that they 
have built up so hopefully over the years. 

Sincerely, 


LEVERETT SALTONSTALL, 
United States Senator. 

The CHarrman. I beg your pardon, Senator, but Senator Salton- 
stall could not be here, and he asked me to read this letter. 

Senator Martone. He doesn’t mention any names in the letter, does 
he, just the representatives that are here? 

The Cuarman. Well, his letter, Senator Malone, covers his posi- 
tion, as I understand it, on this bill H. R. 1. I would be glad to give 
it to you to read. 

Senator Mavone. I was under the impression that it mentioned 
some names. 

The CHarmman. It didn’t mention any names. He mentioned the 
counsel for the Associated Industries of Massachusetts by title, 
Anyway, the letter represents Senator Saltonstall’s views, as I under- 
stand it, on H. R. 1, and he was unable to be present here. 

Proceed, Senator. 


STATEMENT OF HON. STROM THURMOND, UNITED STATES SENATOR 
FROM SOUTH CAROLINA 


Senator THurmonp. Mr. Chairman, it is a pleasure for me to ap- 
pear before this Finance Committee which has such a distinguished 
chairman and so many distinguished members. I have an engage- 
ment with the Secretary of iculture within a short time after 
I finish here, and if the chairman will pardon me, I will depart at 
that time. 

Mr. Chairman, I am sure all of us agree as to the far-reaching 
consequences of the proposals under discussion and their grave im- 
portance to our country. 

But let us keep foremost in mind, Mr. Chairman, that consideration 
of H. R. 1 cannot be confined to that measure alone. This subject is 
bound to our present a nts and commitments. It lies under 
the constant shadow of the General Agreement on Tariffs and Trade. 
Whatever happens at Geneva during the GATT conference which is 
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now in progress and which is being held under existing authority 
granted to the President, will unquestionably alter the effects of H. R. 
1 if that bill should pass in its present form. 

The list of items prepared by the State Department for the negotia- 
tions at Geneva was published last November. A glance at the list 
will remove any doubts as to which American industries, which busi- 
nesses, and which groups of employees stand to be affected by these 
matters of trade policy determination. The hundreds of items rep- 
resent a broad listing of American small-business operations. 

During the course of this hearing, the representatives of many of 
these industries have expressed their views and of course you have 
heard the opinions of persons from outside these industries. oy 
you will hear from the official spokesman of the industry which, wit 
the people it employs, is exposed more than any other major industry 
to possible sacrifice on the altar of so-called reciprocal trade. 

This is true because the list of cotton items now on the Geneva 
bargaining table comprises almost the entire production of the Amer- 
ican cotton textile industry. This is also true because of the peculiar 
circumstances of postwar trade which have made the cotton textile 
industry more vulnerable than any other to tariff-reducing provisions 
of H. R. 1 in its present form. 

You are not dealing here, Mr. Chairman, with a specialty business 
nor one engaged primarily in producing luxury and nonessential 
goods. Nor is this an industry confined primarily within the bounda- 
ries of the United States. 

The witnesses who will follow me today speak for 1 of the top 
5 of the manufacturing industries in the whole country which em- 


ploys more than a million eee (1,083,700 according to official Feb- 
ile 


ruary figures for the textile mill products industry). Another mil- 
lion, two hundred thousand are employed in the closely allied apparel 
industry. 

Nationally, the invested capital is in excess of $8 billion. The an- 
nual payment in textile wages and salaries is $3 billion. 

This ae is the primary and largest consumer of this country’s 
cotton crop. It pays approximately $ billion each year for Amer- 
ican-grown fiber. 

This industry and the people employed in it are vital for supply- 
ing one of man’s basic needs, clothing. I feel compelled to remind 
the committee, Mr. Chairman, of the vital security role which this 
industry holds in supplying our Armed Forces with clothing and 
inilitary fabrics in literally 10,000 varieties. 

Measured by any standard, therefore, the textile industry and its 
workers are vital to our Nation. But when you find it becoming con- 
centrated in one region—an area which like the South is largely 
rural—its importance grows even greater in significance. Approx- 
imately I out of every 2 people enga in manufacturing in the 
2 Carolinas is in textiles. fund of businesses in my own 
State of South Carolina are dependent upon the activity of the tex- 
tile industry. 

Let me cite a few reasons why the textile. industry is so important to 
my people in South Carolina. These figures are the latest available 
and have not been published. 
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South Carolina’s population is slightly more than 2 million people 
Of this number 186,435 persons are employed in 1,958 plants of all 
the industries operating in the State. 

Senator Grorce. How many did you say, Senator? 

Senator THurmonp. 186,435 ns are employed in 1,958 plants of 
all the industries operating in the State. 

In the textile industry 127,250 persons are employed in 320 plants. 
Thus, the textile industry accounts for approximately 68 percent of 
all industrial employment in South Carolina. 

Senator Marrry. Senator, that means that the textile and cotton 
industry takes care of approximately one-fourth of your people, 
You have got a population a little over 2 million. 

Senator THurmonp. Yes, sir. 

Senator Martin. 127,000 workers, 4 to a family, that would mean 
you have approximately one-fourth of your population that depends 
on it. 

Senator THurmonp. Yes, sir. And 68 percent of all industrial em- 
ployment is provided by the textile industry in my State. 

Senator Groree. Have you got the figures on Georgia? 

Senator THurmonp. No, sir. 

Senator Grorce. I think it is about 100,000 in Georgia. Our popu- 
lation is bigger than yours. I think it is about 100,000 in cotton tex- 
tiles. You are over 100,000 in cotton textiles. 

Senator TxHurmonp. I am sure in the State of Georgia that you 
would have more than 100,000. 

Mr. Chairman, to divert here for just a minute, I would like to call 
attention to the letters which I have received. Every one of these 
letters is a personal letter that is on this desk, they are personally 
written, they are not circulars. They may have been inspired—I 
presume that they were—some of them, anyway—but at any rate the 
textile employees in my State are aroused as I have never seen a group 
of people before. 

Senator Martin. Mr. Chairman, may I make this observation. I 
understand—at least, we read it in Northern newspapers—that the 
people of South Carolina can write. [Laughter. ] 

Senator THurmonp. We are very proud of the literacy of the people 
of South Carolina. We are very proud of the high standing of our 
State as to literacy. Thank you very much, Senator. 

I think these thousands of letters—and this is not all of them that 
I have received—on this table, every letter and card—here is one batch, 
for instance, that was personally written, a different wording from 
several hundred—here is another batch of several hundred, here are 
thousands of letters that I have received on this subject. I have a 
petition here from 1 mill and 1 community where each name has been 
personally signed. I have a petition here 14 yards long signed by 
1,500 people from 1 mill in 1 community alone. I just wanted the 
committee to visualize the gravity of the situation in my State with 
regard to the textile employment and how our people feel they are 
going to be in jeopardy in this type work if the bill passes as now 
written. 

The textile industry pays 71 percent of the annual total industrial 
wages and salaries of approximately a half billion dollars. As I stated, 
the textile industry accounts for approximately 68 percent of all 
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industrial employment in my State, and it pays 71 percent of the an- 
nual total a, a wages and salaries of approximately a half bil- 
lion dollars. ae 

The textile industry also has a capital investment of a half billion 
dollars in South Carolina and is rapidly expanding. 

While the total value of all products manufactured in my State 
amounts to more than two and a quarter billion dollars per year, the 
textile industry alone turns out products valued at one and a half 
billion dollars. 

Mr. Chairman, these figures make it amply clear why I am so con- 
cerned about the people who are provided a livelihood by the textile 
industry and in the continued healthy activity of the industry. 

My most sincere conviction is that the people of the textile industry 
merit equitable treatment with all other people and industries. They 
should not be subjected to the risks immediately threatened by H. R. 1 
and the current negotiations at Geneva. 

This committee has the facts on the enormous wage differential exist- 
ing between American industry and the industry of the Orient. The 
record shows that Japanese textile can enter this country at will in 
spite of eon tariffs and present domestic prices. 

Official reports show that Japan in 4 short years has risen to the 
position of the world’s leading exporter of textile goods. The Ameri- 
can industry’s present net of export business over imports is a very 
tentative and perhaps transitory circumstance. 

This data simply adds up to the fact that the textile industry is 
in a mighty precarious position. 


I favor the en reciprocity and share the hope that Ameri- 
ead t 


ca will continue to he effort to bring about a system of sound, 
expanding international trade. But I am disturbed by the slowness 
of our international trade machinery to persuade many nations that 
they should live up to the meaning of reciprocity. 

As so often happens, practice turns out to be different from theory. 
My urgent request is that the Senate consider this problem in the light 
of hard practicality. 

H. R. 1 in its present form contains provisions which would do in- 
justice not only to the textile industry but also to many other types of 
American enterprise. For that reason I would be unable to cast my 
vote in favor of it, unless amended. 

Mr. Chairman, yesterday a group of Senators interested in this 
problem met and together discussed ideas for amendment of certain 
sections of H. R. 1. 

Due to the fact that several interested Senators were unable to be 
present at the meeting yesterday, I would like to reserve the right 
to return later to this committee and file with you the ideas we agreed 
upon for suggested amendments to H. R. 1. And this can be done 
within a day or two. 

(The following amendments and statement were subsequently sub- 
mitted for the record :) 

H. R. 1 


COMMITTEE ON FINANCE, UNITED States SENATE 
Senators Thurmond, Ervin, Sparkman, Hill, Purtell, Aiken, Pastore, Sténnis, 


Green, Bridges, Cotton, Payne, Johnston (South Carolina), Daniel, Smith 
(Maine), Flanders 
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AMENDMENTS 


1. On page 4, line 13; page 6, line 20; page 6, line 22; page 7, line 10; and page 
10, line 9: Strike out the word “July” and insert in lieu thereof the word 
“January”. 

2. On page 4, line 14: Strike out line 14 through line 25 on page 4 and line 1 
through line 2 on page 5 and renumber clause “(iii)” on page 5, line 3, as “(ii)”. 


3. On page 5, line 24: Strike out the subparagraph lettered “(E)” in its 
entirety. 


MEMORANDUM ON SUGGESTED AMENDMENTS To H. R. 1 


On March 16 several Senators representing leading textile-producing States 
in New England and the Southeast met to discuss problems of the textile 
industry as related to certain provisions of H. R. 1 as passed by the House. 
Three amendments were tentatively agreed upon for sponsorship by a number 
of Senators. 

Attached on a separate sheet is specific proposed language for the three amend- 
ments, identfied as Nos. 1, 2, and 3. A brief discussion of each amendment, and 
the justification for it, follows. 

Basically, all three amendments are aimed at the same objective: to make 
the bill what its proponents advertise it to be—a 3-year extension of the Presi- 
dent’s authority to enter into trade agreements, with new power to cut existing 
tariff rates by up to 5 percent during each of the next 3 years. Actually as 
passed by the House, H. R. 1 makes it possible to cut existing tariff rates on 
cotton textiles by as much as 5714 percent. 


Amendment No. 1 


The House bill sets July 1, 1955, as the base date for figuring tariff reductions 
under its 15 percent duty-cutting authority. But between now and that date, 
rates subject to change in the current tariff negotiations at Geneva may be 
cut by amounts ranging up to 50 percent. Some 90 percent of the cotton textile 
industry’s production is subject to possible tariff reductions at Geneva of 50 
percent. No one knows what cotton textile tariff rates will be on next July 1. 
Other major industries are not involved in the Geneva negotiations to a com- 
parable extent and so know what their tariffs will be on July 1 and hence can 
ealculate the effect of H. R. 1 on them. Amendment No. 1 is designed to cor- 
rect this inequity by changing the base date from July 1, 1955, to January 1, 
1955. 

Amendment No. 2 


The provision in H. R. 1 authorizing the President, through trade agreements, 
to cut by as much as 50 percent the tariff rates of January 1, 1945, on those 
items being imported not at all or in “negligible” quantities is vast in its scope, 
although little publicity has been given this section of the bill. Under such 
provision, for example, practically all textile tariff rates might well fall. 

Who is to determine what is a “negligible” quantity? And even if this pro- 
vision is strictly interpreted by the administrators of H. R. 1, is it not quite 
possible, nevertheless, that a cut of 50 percent in such rates will lead to a ten- 
fold expansion in imports of the items involved? 


Amendment No. 2 is designed to correct this inequity by eliminating this pro- 
vision from the bill. 


Amendment No. 3 


The general rule in H. R. 1 grants authority to reduce existing duties by 
15 percent (5 percent per year) but an exception is made in subparagraph (BE) 
of section 3 (a). It authorizes the President on and after June 12, 1955, to 
reduce duties by 50 percent of those existing on January 1, 1945, on those articles 
which are on the list of items being negotiated with Japan at Geneva. 

The principal industry now being negotiated at Geneva is the textile industry 
and, by and large, the whole 50 percent reduction is available. It is unfair to 
segregate an industry which is unfortunate enough to be currently on the bar- 
gaining*table and authorize a much greater cut in its duties than is allowed 
for the rest of the American industry. 

The exception goes even further, however, than merely discriminating in the 
amount of reductions. Subparagraph (EB) contains a different test to guide the 
President. It grants authority to reduce rates by 50 percent “if the President 
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determines that such decrease is necessary in order to provide expanding export 
markets for products of Japan (including such markets in third countries).” 
It is apparent that the test of subparagraph (E) is designed exclusively to 
aid Japan without reference to the welfare of our domestic industry and hence 
is contrary to the general principles of this legislation. As a matter of statutory 
construction, the specific controls the general. It is patently obvious that de- 
creases in our duties would “provide expanding export markets for the products 
of Japan.” It can also be argued that this special test in subparagraph (EB) 
nullifies both the “escape” and “peril-point” provisions of the current act and 
leaves the textile industry exposed to great damage and unemployment. 
Amendment No. 3 is designed to correct this inequity by striking the provision 


from the bill. 

Senator THurmonp. I am informed that the witnesses who are to 
follow me here today will make certain suggestions along the lines 
the group of Senators discussed to improve this proposed legislation 
in the national interest. They will further present the involved prob- 
lems which would be created if H. R. 1 were not amended. They also 
can supply the answers to technical phases of the matter. I shall 
appreciate your careful consideration of the information to be pre- 
sented, 

Thank you for your consideration in hearing me. 

The Cuarrman. Thank you very much, Senator. 

The Chair understands that you have to leave to keep another en- 
gagement. 

Senator TuHurmonp. I have an engagement with the Secretary of 
Agriculture, and if you would permit me to leave, I would like to do 
so at this time. 

The Cuatrman. Thank you very much for your presentation. 

Senator Matone. May I say, Mr. Chairman, I think he has made a 
wonderful witness, and understands this bill. 

Senator Tuurmonp. Thank you. 

The Carman. The next witness is Mr. Claudius Murchison. 


STATEMENT OF CLAUDIUS MURCHISON, THE AMERICAN COTTON 
MANUFACTURERS INSTITUTE, INC. 


The Cuarrman. You represent the American Cotton Manufacturers 
Institute ? 

Mr. Muroutson. That is right, sir. 

The Cuarrman. I understand that you will deal with one aspect of 
this matter and Mr. William Sullivan, of the National Association 
of Cotton Manufacturers, will deal with another. 

Mr. Murcuison. Yes, it will be divided between the two of us. And 
in addition, Mr. J. Craig Smith, president of Avondale Mills, would 
like to make a brief statement. 

Senator Barkiey. Would you mind telling us what the American 
Cotton Institute is? 

Mr. Murcuison. It is the overall trade association of the cotton 
industry and includes in its membership about 85 percent of the 
spindles and looms engaged in the processing of cotton itself. 

Senator Barker. The institute itself is not engaged in the manu- 
facturing business, is it? 

Mr. Murcuison. No; we are merely the trade association. 


Senator Barkiey. Is your membership distributed over the-entire 
United States? 
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Mr. Murcuison. Our membership extends from Maine to Texas, 
but in the northeastern section of the country we have another asso- 
ciation, the Northern Textile Association, as it is now known, formerly 
the National Association of Cotton Manufacturers. The membership 
of the two associations to some degree overlaps. But that portion of 
the industry not included in the American Cotton Manufacturers 
Institute is included in the National Association of Cotton Manu- 
facturers. 

And for that reason, Mr. Chairman, we should like for the com- 
mittee to regard the presentations of these two associations today as 
being in the nature of a joint statement. Mr. Smith and Mr. Sullivan 
are here. 

The Cuarrman. I think that is a very satisfactory way to present it. 

Mr. Murcuison.. So I will yield the floor to them after making my 
presentation. 

To save time, Mr. Chairman, I am omitting the actual reading of 
page 1 of the statement. 

P. 1 of the statement referred to follows :) 


Tue Trape AcreeMENTs Extension Act or 1955, H. R. 1 


H. R. 1 is based on the theory that it will ey increase American 
imports. It is claimed that, in this way, we would strengthen the free 
world, vanquish communism, hasten the return of currency converti- 
bility, and solve the problem of American surpluses. 

In our judgment the exact opposite would be the more likely result. 
If tariffs are reduced below a level commensurate with the price and 
wage structure of American industry, or any important segment of it, 
the long-range result will be a destruction of trade. The first result 
of course, will be like the the breaking of a dam. The onrushing 
flood will soon be spent. But in its wake there will be mud flats, 
corroded factories, and ruined vill 

Industries whose home markets are destroyed by a flood of imports 
will not be buyers of domestic or foreign materials. And workers who 
are deprived of wages are not buyers of foreign goods at any price. 
And it must also be remembered that an industry does not live by 
itself. When it falls it carries down other industries with it. The 
succession of repercussions has no end until it has traversed the entire 
economy. The final result could be a death blow both to imports and 
exports. 

he growth of imports and exports should reflect the growth of 
the Nation and find their mutual adjustments in the orderly processes 
of trade. Artificial stimulation of imports by tariff leehlne under 
present conditions is wholly unrelated to the needs or wants of our 
country, and cannot be justified by the needs or wants of other 
countries. 

Mr. Murcuison. I wish to say in lieu of e 1 that we are here 
to discuss constructive chenee in H. R. 1. We are not here to con- 
demn the principle of the bill or the entire bill. The cha which 
we regard as desirable depend on whether we regard this bill as an 
urgent emergency measure, or one devoted to a sound, long-range 
program. 

To decide this, we think it important to view the most recent devel- 
opments in these countries we are concerned about. This informa- 
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tion has not previously been presented to this committee or to the 
Committee on Ways and Means, because most of it has become 
available only within the past 2 or 3 weeks, some of it within the 
past few po 

Let us take a look at these other countries. Viewing first the 
United Kingdom and the countries of Western Europe, the Presi- 
dent’s economic report has only the most glowing language for that 
area. 

Industrial production reached an all-time record level, rising 8 per- 
cent from the third quarter of 1953 to the third quarter of 1954. 
In the 2-year period, 1952-54, the rise of Western European produc- 
tion, including all OEEC countries was 15 percent. 

As examples, Germany was up 22 percent ; Italy, 22 percent ; Nether- 
lands, 19 percent; United Kingdom, 15 percent; and even France was 
up 8 percent. While the United States was sagging in 1954, all these 
Western European countries were enjoying expanding and record- 
breaking prosperity. Their overall export trade went up in propor- 
tion, as did the total of world trade. Nowhere was unemployment 
a problem, and in most of these countries there was maximum em- 
ployment coupled with general complaint about the scarcity of labor. 
This happened while we were officially sounding the alarms, instead 
of being elated, over the decline of our foreign gratuities. Astonish- 
ingly enough, while these foreign countries boomed and we sagged, 
the clamor for American tariff reductions went unabated and was 
actually accelerated. 

Viewing the great underdeveloped areas of the world, we find that 
on the average they are better off than at any time in history. The 
problem spots are few and are occasioned either by natural causes 
such as crop failures, or by internal economic policies, or by political 
disturbances, as in southeast Asia. In not a single instance is correc- 
tive action within reach of American tariff policy. 

In the Near East, Turkey alone is the weak spot, and this is due 
to special reasons, most of which are temporary and unrelated to ex- 
ternal trade. All that the United States can do there is being done 
with direct economic and military aid. 

In the great area of Latin America, progress has been tremendous. 
In the case of Venezuela and Colombia, it has been phenomenal. The 
only Latin American countries in financial difficulties are Chile, Bo- 
livia, and Argentina. The reasons for the Argentina plight are well 
known. Chile and Bolivia, dependent primarily on copper and tin, 
which are tariff free, are being helped by American stockpiling. Bra- 
zil, traditionally subject to unsound fiscal policies and external bor- 
rowing, is nevertheless one of the most dynamic and active economies 
in ene world. She has full employment and virtually unlimited basic 
wealth. 

In our analysis, the overriding fact about Latin America is that 
their exports to the United States are already tariff free, or almost 
so, with the exception of sugar and wool, for obvious reasons. More- 
over, the trade balance of that area with the United States is exceed- 
ingly favorable and there is no dollar problem except when dollars 
are used to meet deficit positions with other countries. 

As regards the underdeveloped area of the Far East, as well as 
Oceania, American tariffs are very kind. Virtually all our imports 
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from that area, again excepting sugar and wool, are either on the free 
list or pay purely nominal duties. 

In summary, it is noteworthy, but commonly overlooked, that Amer- 
ican tariff policy is not of significance in the great underdeveloped 
areas of the well. We buy from them far more than they buy from 
us, which means all we can possibly use, or all they can send us and 
without tariff impediment. 

Against this background of fact which is highly pertinent to H. R. 1, 
let us view the trade and exchange position of the United States. It 
is commonly assumed that we have a highly favorable trade balance 
and must give away, or lend, dollars to compensate for lack of imports 
due to high tariffs. On the contrary, our trade balance, overall, is 
highly unfavorable and has been so since 1949. 

The general public thinks of trade as consisting only of merchan- 
«lise, and since the monthly trade reports cover only merchandise ex- 
ports and imports, the impression is created that the excess of exports 
is a measure of the total trade situation. Instead of correcting this 
misconception, most of the lower tariff advocates appear to confirm 
and exploit it for their purposes. When the true international pay- 
ments balance is computed, a startling correction of the popular fal- 
lacy is revealed. 

In 1954, foreign countries had a net balance of 1.7 billion in gold and 
dollar assets earned from their transaction with the United States. 

In 1953 the net foreign accumulation of gold and dollar assets from 
United States transactions was 2.3 billion. Summing up for a longer 
period the Department of Comerce reports : 

The total of net gold and dollar payments to foreign countries since 1950 
amounted to 9.5 billion and, therefore, more than offset the net gold and dollar 
payments by foreign countries to the United States during the early postwar 
years which amounted to 7.1 billion. 

The enormous increase of foreign gold and dollar reserves, averag- 
ing about 2 billion per year since 1949, brings the total of such reserves 
to about $25 billion, which, says the President’s Economic Report— 
are more evenly distributed in relation to trade volume and international liabil- 
ities than at any other time in recent decades. 

Please note it doesn’t say in the postwar period; it says “any other 
time in recent decades.” 

The distribution is: Continental Western Europe, 11.2 billions; 
ie area, 4.3 billion; Canada, 2.6 billion; Latin America, 3.6 

illion. 

The illusion of dollar scarcity has a companion fallacy in the widely 
accepted doctrine that the United States “should act as befits the 
world’s greatest creditor nation.” This is used as a major argument 
for lower tariffs. But in what respects is the United States a creditor 
nation, and by how much, and what is the significance factually 
viewed ? 

As we have just seen: the United States is not a creditor nation on 
current account. Its annual deficit is not _ greater than that of any 
other country, it is about as great as the combined deficits of all other 
deficit countries. 

In longtime account—that is on capital account—the credit balance 
of the United States Government is relatively small, amounting only 
to about $10 billion; 80 ane of this debt is owed by the United 
Kingdom and Western Europe; even more significant, 60 percent of 
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it by the United Kingdom and France. The biggest single item 1s 
the 3.75 billion loan to Britain of 1946. About 25 percent of the 
total represents nothing more than unpaid balance on postwar trans- 
fers of surplus property and on food taaie accounts, many of which 
are probably in the dubious category. Another 25 percent of the 
total are credits extended by the Export-Import Bank, most of which 
are self-liquidating, or indefinitely renewable, and constituting no 
problem. 

The grand total is less than 4 percent of the national debt of the 
United States but we can be sure it is reflected in the national debt 
of the United States. It is in fact less than the dollar balances now 
held in New York on foreign account, which approximate $11 billion. 

And the heavy dollar balances have been built up, not only after 
the payments on this debt, but also after debt payments to the Inter- 
national Monetary Fund, the World Bank, the EPU, after heavy 
repurchases of foreign securities held in the United States, which 
bring down these balances, after large purchases of long-term Ameri- 
can securities and after a considerable volume of direct foreign in- 
vestment in the dollar area. 

Now, what of the creditor position of the United States, as regards 
direct private foreign investment? The total of such investments 
is around 14 or 15 billion, as reported by the Department of Com- 
merce. We place that much money every 6 seuekes merely as new 
investment in the economy of the United States. Does it raise a 
problem abroad? It has revolutionized the economies of Canada, 
Venezuela and Colombia, and breathed new life in many other areas. 

The Department of Commerce says our direct foreign investments 
in the period 1946-52 financed 17 percent of United States net exports, 
provided more than one-half the funds for new foreign investment, 
accounted for one-fourth of our total imports, left 500 millions net 
earnings abroad for expansion of subsidiaries and paid several hun- 
dred millions annually as taxes to foreign governments. That is the 
creditor position of the United States. 

Meanwhile, foreign nationals have been building up counterinvest- 
ments in the United States. The Department of Commerce says 
that in 1951 long-term private foreign investment in the United States 
amounted to $9.1 billion. Since that time, long-term portfolio invest- 
ment by foreigners have sharply increased, I would estimate by at 
least. $2 billion. 

Thus our creditor position as a nation has been grossly misrepre- 
sented, or misinterpreted, with respect to current financial account, 
foreign government indebtedness, and direct private investment. 
From the standpoint of foreign countries, the total financial picture 
is satisfactory even beyond the hopes of 3 or 4 years ago. . 

We have Sesaiie gone too far with policies that swell the surplus 
dollar balances of European and certain other countries to the detri- 
ment of American exports. Almost everywhere we find only new 
high levels of prosperity and standards of living. The most serious 
trade restrictions and the weakest currencies now remaining are in 
the underdeveloped areas which already—let me repeat—which al- 
ready—have virtually duty-free access to the American market. 
Tariffwise, we cannot help them further, yet these areas are the chjef 
source of the troubles which beset Japan. 

59884—55—pt. 3 —19 
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But in the case of Japan, as in the case of Europe 3 or 4 years ago, 
the troubls are greatly exaggerated. In the past decade, Japan has 
not only reestablished and modernized her industrial economy, but 
has raised the living standards of her people above prewar levels. 

In the 1954 fiscal year, ending March 31 of last year, Japanese in- 
dustrial production rose 21 percent and the upward trend continues 
despite the cessation of hostilities in Korea. Japan’s overall exports 
in 1954—and now, gentlemen of the committee, I speak of the calendar 
year 1954—reached a new alltime high of $1.6 billion as compared 
with $1.3 billion in 1953 and only $772 million in 1952, a doubling of 
exports in 4 years. 

The 1954 increase in exports occurred mainly in textiles and metal 
products. As compared with 1953, cotton fabric exports were up 
41 percent; staple fiber products; that is, the synthetic products, up 
82 percent; clothing, 49 percent; nonferrous metals, 144.5 percent ; 
textile machinery, 201 percent—200 percent in a single year. These 
are figures reported in the Department of Commerce Weekly of the 
Department of Commerce. 

In 1952, and for some years preceding, Japan had a highly favorable 
credit position in her international payments balances, due in large 
measure to special procurements resulting from the Korean war. In 
1953, in which year the Randall Commission was formulating its 
judgments, a payments deficit appeared partly because of the decline 
of “special procurements,” but in the main because of an overambitious 
program of industrial expansion and excessive credit liberalization 
growing out of the great optimism of Japan at this time. 

The resulting inflation was checked in early 1954, imports were kept 
stable and exports sharply expanded. Consequently, the merchandise 
gap was narrowed by $300 million and reduced to a figure once more 
closely in line with the surplus exchange receipts from the intangibles 
of trade. Japan’s international payments balance for fiscal 1955, 
ending on March 31, will show vast improvement over a year ago, 
despite the decline of special procurements and other receipts inci- 
dental to military activity. 

Now comes a most gm report of facts. 

Japanese dollar balances in New York increased by $109 million in 
the last 5 months of 1954, amounting to $725 million on December 31, 
as reported by the Federal Reserve Board (Federal Reserve Bulletin, 
February 1955, p.219). Although Japanese dollar assets are less than 
the peak figures of 1952, the decline has been offset by greatly aug- 
mented balances of pounds sterling and other exchange. The total 
foreign exchange holdings of Japan are within 5 percent of the alltime 
high of 1952 (International Financial Statistics, March 1955, p. 130, 
published by the International re Fund). 

Japan has not only increased and widened her overall export trade; 
she has likewise rapidly expanded her exports to the United States. 
As just reported by the Department of Commerce, Japan’s 1954 ex- 
ports to the United States reached $284 million, a gain of 20 percent 
over 1953, and a gain of 50 percent over 1951. This kind of growth 
does not take place over unscalable tariff walls or in a very sick 
country. 

To be sure, Japanese imports from the United States have also 
grown, amounting to $851 million in 1954, according to the figures just 
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available. Accordingly, there was a merchandise deficit of $567 mil- 
lion. But this smacks of no emergency. It is evened out by dollar 
receipts from “special — and the American military; it 
just about evens up. These are sources, which, although reduced, may 
now be regarded as “built in” to remain indefinitely. Their degree of 
permanence is enough to justify great patience, because there 1s indi- 
cated no great emergency—great patience which serves as the basis 
of a long-range, constructive program for Japanese difficulties, rather 
than dangerous short-time expedients. 

The wisdom of a long-range course is further strengthened by the 
fact that more than one-half of Japan’s merchandise trade deficit 
with the United States is due to the cutting off of Japanese supplies 
from the Communist areas. Please note that I say “Japanese sup- 
plies.” As a result, we are shipping to Japan $300 million worth of 
foodstuffs, and fuel which normally and economically have been sup- 
plied by Manchuria, Korea, China, and Formosa. The loss of supplies 
from these areas is even more serious to Japan than the loss of the 
associated markets. Were it not for this highly abnormal situation, 
which requires the United States to ship soybeans, rice, and coal to 
Japan, Japan would now be on the plus side im her international pay- 
ments balance with the United States. 

The shifting of sources of supply to the United States has not, of 
course, affected Japan’s overall trade balance. They are still external 
to Japan, just as before, and require foreign exchange just as before. 
Just as before, the problem of balance is an overall problem. And, as 
always, Japan must eventually find the offsetting credits in her natu- 
ral, traditional markets. These markets are gradually yielding to the 
lower prices and the more suitable types of Japanese goods, as we have 
previously shown in our international trade statistics. 

Now, this next sentence I say with some trepidation, but with great 
conviction : 

Had the United States spent as much time and effort on easing the 
trade restrictions of these areas of scarcity as she has spent on a pro- 
gram of American tariff reduction, Japan’s trade problems would 
probably be nearer to solution. 

The answer to the present situation does not lie in the American 
market. The great disparity of labor costs is not compatible with 
expanding imports from Japan of like goods. To permit it, is not to 
invite compen but monopoly. Whatever segment of our market 
is invaded by Japan solely with the weapon of price advantage becomes 
the property of Japan. So far as textiles are concerned, if we lower the 
tariff bars below the point of cost equalization, one of the most im- 
portant areas of the American economy ceases to be an area of compe- 
tition, and becomes an area of monopoly—taken over not by greater 
efficiency or better products, but by the use of labor standards which 
are illegal under American law and unacceptable to the American 


people. 

We do not oppose the principle of ,reciprocal trade agreements. 
We recognize the desirability of a flexible instrument of tariff admin- 
istration. Wishing to preserve the principle and its appropriate 
instrument, we recommend to the committee certain changes in the 
bill before us which we believe to be in the national interest as well 
as the interest of our industry. 
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We are genuinely concerned over the added powers granted the 
President in subsection capital A of section 3. Here he is given au- 
thority over all aspects of trade, customs administration, and com- 
mercial policy, with no limit on his discretion except that it shall not 
be inconsistent with existing legislation of the United States. 

The language is in effect a preratification of the commercial policy 
provisions of GATT, to which the United States is signatory under 
the authority of the Chief Executive. By doing the job in this indirect 
manner, direct congressional action on GATT is confined to its 
“organizational provisions.” 

Under the procedures of GATT, this newly granted authority would 
not be in the nature of powers to be invoked from time to time as 
needed. On the contrary, the first single use of each power automati- 
cally becomes multiple and permanent, simultaneously binding us in a 
network of treaty obligations with every member of GATT, and with 
such additional countries as happen to be in the trade agreements. 

Thereafter, the Congress will be estopped from independent statu- 
tory action on trade matters, unless it procures the consent of GATT, 
or unless it is willing to violate the treaty obligations of the United 
States. We recommend striking in its entirety the language granting 
added powers in the subsection as above identified. 

In this same subsection there is provision that the enactment of the 
bill shall not be construed as “approval or disapproval by the Con- 
gress of organizational provisions” of any agreement. For reasons 
above stated, we urge that the word “organizational” be struck from 
the provision. 

Now, Mr. Chairman, that concludes my portion of the testimony. 


And, if it please the committee, I should like to yield the floor to Mr. 
Craig Smith, president of the American Cotton Manufacturers 
Institute. 

The Cuamman. Mr. Smith. 


STATEMENT OF J. CRAIG SMITH, PRESIDENT, AMERICAN COTTON 
MANUFACTURERS INSTITUTE 


Mr. Smirn. Mr. Chairman, my name is Craig Smith. I live in 
Sylacauga, Ala. I am president and treasurer of Avondale Mills, 
which is a cotton textile concern employing 6,000 persons in Alabama. 
And this year I am serving as president of the American Cotton 
— Institute, which is the overall trade association for our 
industry. 

I have here a summary of the profit position of the textile industry 
compared to all industry, which I will not read in detail; I will leave 
it for the record, if the committee wishes. But it gives the profit for 
all industry by quarters, and then gives the profit for the textile mills 
a industries by quarters and the source of the material is the 
‘ederal Trade Commission and the Securities and Exchange 
Commission. ‘ 

Senator Grores. Over how many quarters, Mr. Smith? 

Mr. Sarru. It goes back, Senator George, through 1950, each quar- 
ter hart 4 years, and 8 quarters for 1954, for a total of 23 3-month 
periods. 

In no one of those 23 periods was the profit for the textile industry 
as much as the average for all industry. And during the last 3 quar- 





TRADE AGREEMENTS EXTENSION 1555 


ters of 1954, which are the most recent figures available, the profits 
for the textile industry were 1.1 percent, that is, 1.1 percent on our 
sales for the first quarter of 1954——— 

The Cuarrman. Is that the profit on invested capital ? 

Mr. Smiru. No; that is the profit on the sales of our product, against 
an all-industry average of 4.3 percent for that quarter. 

The second quarter of 1954 was six-tenths of 1 percent for the textile 
industry, against 4.7 for all industry. 

And, for the third quarter of 1954, it was 1 percent for the textile 
industry, and 4.4 percent for all industry. 

The CuarrMan. You haven’t got to invested capital. I think that 
would be the basis. 

Mr. Suir. I was just trying to show the ratio, Senator. And the 
ratio would be substantially the same between the textile industry and 
all industry. 

The CuatrMan. You don’t mean to say that the textile industry has 
only made 1 percent on invested capital ? 

Mr. Smirn. No, sir; I mean to say that for the first quarter of 1954 
they made 1 percent on the cloth and yarn they sold, average. 

The Cuatrman. I think the proper basis is the profit on invested 
capital 

M r. Surru. I see your point, sir. 

The CuatrMan (continuing). If you want to compare it to other 
industries. 

Senator Martin. I wonder if the witness would furnish that infor- 
mation, because I think it is pretty important. The sales percentage 
varies so much in various industries. I was just working on some 
things along that line last night. I don’t know but what it may work 
out. I know your profit on sales is not as large as it might be, I appre- 
ciate that fully. But if we had that other information, I think it 
would be very helpful to the committee. 

Mr. Smrru. We can furnish that, and would be very happy to do so. 

Senator Martin. Thank you. 

Mr. Smrru. Now these percentages of profit for the textile industry 
are so low—the averages are so low that inevitably there would be 
large portions of the industry that would be operating at a loss. And 
with some embarrassment, I say that my own company, Avondale 
Mills, is one of those companies which last year operated at a sub- 
stantial loss. And, being president of the company, I won’t admit 
that that was due to bad management; I will say that that was due 
to something else. But the facts are that our industry is in a depres- 
sion when the country, as a whole, is in a very prosperous situation. 

Now, we contend that the Japanese need no reduction in tariff to 
bring cloth and yarns into this market, as evidenced by the fact that 
they are already bringing them in in substantial quantities, bringing 
them in over our present tariff and under this very depressed price 
situation that our industry——— 

The Cuarrman. Are you objecting to the present tariff schedule? 

Mr. Smrrn. Yes. 

The Cuamman. You are objecting to the proposed, suggested, 
possible reductions under this bill, and to existing tariffs? 

Mr. Sarru. That is what. 1 am doing before this committee, sir. 
But I am saying, sir, that the present tariff is inadequate and that we 
feel that even if there wasn’t anything done to the present tariff, that 
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this industry would have to go back before the Congress asking for 
some relief from the competition that is coming from these low-wage 
countries who have one-tenth the wage scale that we have. 

The Cuarrman. In other words, you think you can’t live under the 
present tariffs? 

Mr. Smirn. We think over the long pull we can’t; no, sir. 

After saying that I go on to say, sir, that because the present tariff 
is inadequate, reducing it 5 percent a year for 3 years is not going to 
materially hurt us any more. 

I mean, we are already—that percent is not anything that we are 
tremendously concerned about, as we already feel that the present 
tariff is inadequate. But there are other provisions of the bill that 
we are tremendously concerned about. 

Now, I feel that most people who think they know anything about 
H. R. 1 think that the bill reduces tariffs 5 percent a year for 3 years, 
or gives the President authority to reduce them 5 percent a year for 
3 years, and that that is it. 

I respectfully submit that there are a number of members of the 
House of Representatives who have already voted on this bill who 
think that is what the bill does, who have told me that they thought 
that is what the bill does. 

I have here the morning issue of the New York Times, and I would 
like to read very briefly what they say about it, just not particularly 
in respect to what they say, but = the press generally has said this 
bill does. 

This statement says: 

The bill now before the Senate Finance Committee would extend for 3 years 
the President’s authority to reduce tariffs to stimulate world trade. It would 
empower him to make fresh cuts on certain commodities totaling as high as 15 
percent over a 3-year period. 

That is what the public thinks, and what the press thinks, and what 
« number of Members of Congress think this bill does. To us it does 
very substantially more than that. And it is that additional part 
that we are particularly unhappy about, sir, and we want to ask that 
that be corrected. 

Now, specifically, here is a copy of H. R. 1, and on page 4, line 12, 
it says: 

The rate 15 percent below the rate existing on July 1, 1955. 


That is the date on which they propose to make the reductions 
effective on the tariffs. But as Senator Thurmond mentioned here a 
few moments ago, everything that the cotton textile industry makes 
of any substantial value is on the list which is now being negotiated 
at Geneva, and under the present authority the President has the 
authority to reduce our tariffs 50 percent. 

Now we don’t know what will happen to us at Geneva—maybde 
nothing will happen to us, maybe we get cut 1 percent or 5 percent, or 
maybe 50 percent. But this bill, H. R. 1, provides that this additional 
15 percent will be on what happens after they get through with us at 
Geneva. We feel that to put ev y on the same basis and make 
the bill apply equally to everybody, that that date of July 1, 1955, 
should be changed to January 1, 1955, or if for any reason you 
wanted to make it March 1, 1955, it would serve the same purpose. 
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My point is that the 15 percent should apply on the present rate 
and not to some unknown rate that we may have after they finish 
with us over at Geneva. 

Another point. that we feel the bill might be ruinous to us on is 

that it provides—still on page 4, line 14— 
In the case of any article which the President determines, at the time the 
foreign trade agreement is entered into, is normally not imported into the United 
States or is normally imported into the United States in negligible quantities, 
the rate 50 percent below the rate existing on January 1, 1955. 

Now, that continues the Presidenst’s authority to cut our rates 50 
percent, because even though there is cloth coming in here from Japan 
and expressed in percentage of our overall production the percentage 
is small, we don’t know what negligible quantities means, we don’t 
know how that would be interpreted. And the bill seems to contem- 
plate that the reason that cloth would not be coming in here in any 
particular quantity or with any particular construction now would be 
vecause of the tariff. But it might be something entirely unrelated 
to the tariff that is the reason for its not coming in. 

In the case of Japan, they have just got retooled, they have just 
got their industry built back, at the end of the war they were down 
to a million and a half spindles, the balance of them they had taken 
and melted down into scrap to make armaments—it wasn’t a result 
of the burning, it was the result of having them melted down for 
armaments. The industry is now rebuilt. to where they have got 
over 8 million spindles, 644 million of them completely new and 
modern in every respect. They are just now getting into position to 
come into this market. We feel that they could be coming in at a 
considerably faster rate than they are doing now. 

Right now we particularly think that they may have this negligible 
quantity so that they may later ask for the 50-percent reduction. 

The CHarman. What is your interpretaion as to the period of 
time when this negligible quantity would be made to apply; would 
it be 6 months, or a year, kot long? 

Mr. Smirn. We don’t know—at least I don’t know. But I think 
it applies at the time that the President decides to have a look at 
it, I think any time during the 3 years he can have a look and say, 
“Well, it is coming in in negligible quantities, therefore we will cut 
it 50 percent,” 

The Carman. Your contention is that it may be negligible on a 
certain period and may be very formidable at a subsequent period ? 

Mr. Smiru. That is right. th our industry we make so many dif- 
ferent kinds of cloth and yarn that we think that it might be negligible 
for the industry as a whole, but very substantial for some particular 
item. 

The Cuarrman. What is your definition of the article, any article? 
Would there be subclassifications, so to speak ? 

Mr. Smrru. We don’t know, Senator. ‘They may just say that 
the cotton cloth was an article, and there might be very important 
segments of our industry that would be ruined by the Japanese spe- 
cializing on that particular item. 

The Cuairman. It is your contention that this bill as written now 
definitely defines an article? Would it be cotton or cloth or dress 
goods, and so forth? 

Mr. Saurn. It would be very difficult to write a bill that would 
break down those articles, because there are thousands of them. 
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The Carman. But there is nothing in this bill so far as you see 
that defines an article under the section on page 4. Page 4 defines 
the period when the imports will be negligible. That seems to me 
to be an important point. They might ‘be held as negligible in one 
quarter of the year, or 6 months of the year, and formidable in some 
other period. 

Mr. Sarru. That is right, sir. We don’t know what the word 
“negligible” means, that disturbs us. But the main point I am mak- 
ing is that the reason that the cloth has not been coming in is not 
necessarily related to the tariff, it could be for a number of reasons, 
one of them being that the industry has just been rebuilt, and they 
are just in a position to bring it in. 

Now, in respect to cotton yarn, which is a major part of our indus- 
try, there is no cotton yarn coming in. The reason that is not coming 
is that the Japanese would rather weave their own yarn and ship 
the exported cloth. But they might later decide, “Well, we want to 
export some yarn.” And with the tremendous advantage they have 
got they could bring in some yarn. But this bill would suggest to 
the President that he cut the tariff 50 percent on yarn. 

Senator Grorer. May I ask one question, Mr. Smith? 

Mr. Situ. Yes, sir. 

Senator Groreg. This bill provides here negligible quantities—the 
rate 50 percent below the rate existing on January 1, 1945. Had not 
the principal reductions under the Trade Agreements Act on your 
products been made prior to January 1, 1945? 

Mr. Smiru. That 1s correct; yes. 

Senator Grorcr. So that you had already taken the big cuts prior 
to the date specified in this bill? 

Mr. Smirn. That is correct, sir, so that for all practical purposes 
they could cut us 50 percent of the present rates without any addi- 
tional authority whatsoever. This bill continues that authority along 
with the 5 percent per year. 

Now, the other point that. we are particularly interested in has to 
do with this provision which permits the President and suggests to 
the President that he cut our tariffs 50 percent if it will help the 
economy and the exports of Japan. 

Well, of course, if you cut the tariff it will help the exports of 
Japan, I don’t see that there is any argument for the possibility of it 
not helping them. But Bill Sullivan, who is the president of the 
Northern Textile Association, is going to comment particularly on 
that point, along with some other points. 

I would like to say just in closing that so far as the industry, the 
cotton-textile industry is concerned, north and south, there is abso- 
lutely no difference of opinion in respect to this bill or as to what 
this bill would do to us. We are unanimous on that point, sir. 

(The following letter was subsequently received for the record :) 

THE AMERICAN CoTrON MANUFACTURERS INSTITUTE, INC., 
Sylacauga, Ala., March 28, 1955. 
Hon. Harry F. Byrp, 
United States Senate, Washington, D. C. 


Dear SENATOR Byrp: I have a memorandum on Japan’s economy and foreign 
trade dated October 27, 1953, which was submitted to Clarence Randall by the 
Minister Plenipotentiary of Japan. I note from page 9 of this report: 

“The disturbing drop in exports to sterling areas evident in 1953, together 
with an increasing payment for sterling imports, is the main reason for the 
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deepening blackness of the trade picture. This trend, from a surplus of over 
$60 million in sterling in 1952 to a deficit at the rate of $400 million in 1953, 
is the result of stringent trade limitations applied against Japan by the United 
Kingdom and other sterling countries.” 

This indicates clearly that whatever financial difficulty Japan may be in is 
not caused by the American tariff but is caused by the trade barriers which the 
British and others have set up in Japan’s natural markets. 

I note the following from page 12 of the report : 

“Within 1 short year, the Nation’s trade policy had to shift from one of limit- 
ing exports to the sterling area to prevent overaccumulation of then-unusable 
sterling to one of purchasing pounds with hard dollars to finance required 

s.” 
yee will note that Japan sold her dollars to buy pounds to pay Britain rather 
than using her dollars to buy American products. 

Thank you very much for the consideration you gave to me and my associates 
from the textile industry when we testified before your committee. 

Sincerely yours, 
J. CRAIG SMITH. 

Mr. Smirn. With your permission, sir, I will ask Bill Sullivan, 
president of the Northern Textile Association, to testify. 

Senator Barkiey. Mr. Chairman, when will we be permitted to 
ask questions of these witnesses that come on and go off? 

The Cuamman. Under the procedure we have three witnesses dis- 
cussing the same matter; they will be questioned later. 

Senator BarkLey. You mean after they have all testified? 

The CuatmrmMan. Yes, sir. But if the committee prefers 

Senator Barkiey. No; I just wanted to be sure that we would have 
an opportunity to question. 

The Cuarrman. Mr. Sullivan will have a very short presentation, 
I understand. 

I want to say by unusual circumstance the very distinguished 
Senater from Kentucky is the baby member of this committee. 

Senator Barkiey. I am not a crybaby, though. [ Laughter. | 

The Crarman. And it so happens that the questions have been 
so extensive that Senator Barkley hasn’t had an opportunity to ask 
many questions. 

Senator Barkiey. I don’t want to ask for any privileges or prece- 
dence over anyone else. It is not a situation where a child shall lead 
them. 

The Cuamrman. If Senator Barkley hadn’t made the mistake of 
being elected Vice President, he would be chairman of the committee 
today. 

Senator BarkKiey. But not as good a one as we have now. 

The Cuarrman. As soon as Mr. Sullivan finishes his presentation 
the Chair will take the liberty of recognizing Senator Barkley. 

Senator Barkiey. I don’t want to take precedence here. 

The Cnatrman. I think we make that arrangement. 

Senator Smatuers. I will be very happy to yield my position. 

The Cuamman. But I have observed Senator Barkley frequently 
doesn’t have an opportunity to ask questions because of the time other 
Senators have been taking. 

Mr. Sullivan, 

Senator Barxiry. The only trouble is that I may forget what I 
want to ask. : 
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STATEMENT OF WILLIAM F. SULLIVAN, PRESIDENT, THE NATIONAL 
ASSOCIATION OF COTTON MANUFACTURERS 


Mr. Suuiivan. My name is William F. Sullivan. I am president 
of the National Association of Cotton Manufacturers and of the 
Northern Textile Association. These associations represent northern 
cotton and synthetic fiber textile mills, most of which are located in 
New England. 

New England has a very impotrant stake in H. R. 1 and the current 
negotiations taking place at Geneva because despite her losses the 
textile industry is Sih the largest manufacturing industry in the area, 
employing 170,000 people. in cottons New England concentrates in 
fine combed goods which have a relatively high labor content, about 
43 percent, hence wage differences between ourselves and Japanese or 
other foreign producers are a serious competitive handicap. 

We have put in evidence before the House Ways and Siins Com- 
mittee elaborate charts, tables, and factual material as to the current 
condition of the industry, and I will not repeat it here. 

Textiles at present are not a growth industry. Every dollar pro- 
vided to Japan or other foreign countries for the sale of cloth in this 
country will be a dollar withdrawn from the present reduced sales 
of our own mills and will depress an already perilously low market. 

At the bottom of page 1 and page 2 of my statement I have a very 
brief summary of that. I will not go through it in order to save time, 
except to say that since 1951 this industry has lost 260,000 jobs, 
109,000 of them in New England. We have a very serious unemploy- 
ment problem in our area, as you heard from Governor Roberts last 
week, and although our stake in textiles is not as great as that of 
South Carolina, it is still a very important margin to each one of 
our New England States. 

One other thing I would like to say that we do have evidence which 
is in before the Tariff Commission and other bodies, which shows that 
the cost of producing typical fabrics made in New England mills 
as compared with the cost of producing them in Japanese mills, taking 
into account not only the very great difference in wages, but also 
machine efliciencies and worker efficiencies, shows that our costs ex- 
ceed Japanese costs by anywhere from 43 percent in the case of 
broadcloth up to 73 percent in the case of lawns, and all that evidence 
is available. These are backed up by studies, 

Lastly, we in New England Saaes this, and it is very important, 
that when we have displacement in our textile mills, and we have had 
displacement caused by complete liquidation—we have unemploy- 
ment that follows, and it is a prolonged unemployment. But those 
industries—and we have some in New England—do not absorb dis- 

laced textile workers. Over 50 percent of them get no jobs anywhere 
Proms a year to a year and a half after they have lost their jobs in the 
textile mills. Of those who get jobs, 35 percent get jobs in other 
textile mills. If there aren’t other textile mills to absorb them the 
figure is even greater. 

Of the people over 35 years of age, two-thirds of them do not get 
jobs at all for as much as a year and a year and a half. Of those 
who do get jobs, two-thirds are in less pay and find the job unsatis- 
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factory, and they lose the skills that they have acquired through 
years, and sometimes a large part of their life, devoted to an industry. 

Now, I would like to get down specifically on page 3 of my state- 
ment to amendments to fi. R. 1 in its present form, and I would like 
to take up in addition to the one Mr. Craig Smith has mentioned and 
the one Dr. Murchison has mentioned about the effective date of the 
15 percent, go into 3 specific amendments. 

As you know, the general rule in H. R. 1 authorizes the President 
to reduce the rates of duty in effect on July 1, 1955, by 15 percent, but 
on page 4, line 9, you will see a parents which says: “except as 
provided in subparagraph (E) of this paragraph.” 

We were slow in picking this up. We didn’t pick it up before the 
House Ways and Means Committee. We looked at subparagraph (E) 
which begins on page 5. That authorizes the President on and after 
June 12 to reduce rates by 50 percent of those existing on January 1, 
1945, on those articles which are currently being negotiated with 
Japan at Geneva, pursuant to the notice of last November 14. 

On that list one of the principal industries is the textile industry. 
Over 90 percent of the cotton textile output of this country is currently, 
today, on the bargaining table. The sessions are in progress today. 
That refers to countable cotton cloths, not specialties. In addition, 
many items of wool, silk, rayon, synthetic, and other textiles are sub- 
ject to negotiation. For those of us unforunate enough to be on this 
list, H. R. 1 authorizes a greater cut in duties than is allowed for the 
rest of American industry, the 15-percent rule. It would be more 
equitable to wipe the slate clean as of now and put us in the same posi- 
tion as other American industries. 

The great bulk of staple cotton goods has had no tariff reduction 
since January 1, 1945, a point Senator George brought out, and conse- 

uently the whole 50 percent hangs as a threat over the industry. 
The principal reductions for the bulk of the cotton goods industry 
were made in the United Kingdom agreement of 1939. Only in the 
higher count. goods—over 80, which is not too much made in this 
country, but is made in New England—were duties reduced after 1945, 
and then by 17 percent. 

Senator Mititrxin. What do you refer to when you refer to high- 
count goods ? 

Mr. Suutivan. Finer yarns; broadcloths, which run around 50— 
these are 80 and above. 

Senator Mitir«1n. What does the count mean ? 

Mr. Suttivan. It is a measure of the fineness of yarn, and on those 
higher counts, there have been reductions in 1948 of about 15 percent, 
but still the bulk of the industry has the 50 percent ax hanging over 


it. 
The exception of subparagraph (E) goes even further, however, 
than See in the amount of reductions. If you will 


look at subparagraph (E), an excerpt of which is attached to my 
statement, you will notice that in authorizing the President in the case 
of an agreement with Japan for those items now on the bargaini 
table, he may reduce by 50 percent, the test laid down being—and 
quote line 5 of page 6: 


If the President determines that such decrease is necessary in order to provide 


expanding export markets for products of Japan (including such markets in 
third countries). 
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In other words, the test proposed in this bill to apply in our in- 
dustry in negotiations with Japan is whether reductions in our duties 
will aid Japan in expanding her export market, including her ex- 
panding it with third countries. 

The original Trade Agreements Act of 1934 had among its pur- 
poses—I think it was partly due to the depression, depression legisla- 
tion—restoring the American standard of living and overcoming 
domestic unemployment. Also its purpose was to encourage our 
exports. 

The Trade Agreements Extension Act of 1951, as well as H. R. 1, 
beginnng on page 2, have identical purposes : 


For the purpose of expanding foreign markets for the products of the United 
States— 


not Japan— 


by regulating the admission of foreign goods into the United States in accord- 
ance with the characteristics and needs of various branches of American produc- 
tion, so that foreign markets will be made available to those branches of 
American production which require and are capable of developing such outlets 
by affording corresponding market opportunities for foreign products in the 
United States. 


In general at least, it is supposed to be reciprocal, and generally to 
help the economy of the United States. 

The test of subparagraph (E), which applies to us, which the Con- 
gress is asked to approve this spring, is at variance with the major 
purpose of the legislation. Subparagraph (FE) is designed exclusively 
to aid Japan without reference to the welfare of our domestic in- 
dustry. I think it is fair to say it is a principle of statutory con- 


struction that specific language such as this will control the general 
provisions of the legislation. It is patently obvious that decreases in 
our duties would, in the words of this directive “provide expanding 
export markets for the products of Japan (including such markets in 
third countries) .” 

To the best of my knowledge and the knowledge of those who 
worked on this, these provisions have not been explained, and quite 
frankly in the House Ways and Means hearings we were sort of 
overwhelmed. We have been overwhelmed since last October or 
November when we first found we were on the list for Japan, and we 
had a series of hearings, and I do not believe this point has been 
brought up to date. 

If the Congress were to enact subparagraph (E) with its special 
test to apply to the particular negotiations with Japan, it is con- 
ceivable that the argument would be made that the escape and peril 
point provisions of the act do not apply in these cases, because the 
test here is: Will it help Japan, not a question of domestic industry. 
Even if you were to say, however, that the escape clause and peril 
point was still applicable, the executive branch might well argue, 
if it chose to disregard the recommendations of the Tariff Commis- 
sion, that Congress had directed it in these particular negotiations to 
provide expanding export markets for the products of Japan (includ- 
ing such markets in third countries). 

‘We take this subparagraph (E) as a very important provision 
constituting a discrimination against a particular industry, us and 
other industries on that list, being designed wholly for the benefit of a 
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foreign nation and being contrary to the purposes of the trade agree- 
ments program, and that it should be struck from the Act. | 

As I say, we don’t know the purposes of that, whether it 1s over- 
zealous draftsmanship or something else. I will now return briefly 
to subparagraph (D) (ii), the negligible quantities matter, which Mr. 
Craig Smith mentioned. 

As you know, that provides: 

In the case of any article which the President determines, at the time the 
foreign-trade agreement is entered into, is normally not imported into the United 
States or is normally imported into the United States in negligible quantities— 
rates may be reduced 50 percent below those of January 1, 1945. 

The CHarrMan. For what previous period? Suppose the agree- 
ment is made on October 1; Is the period 30 days, 60 days, or 90 days 
prior to that? 

Mr. Suuuivan. I don’t know. 

The Cuarrman. You can’t take any one day because there may not 
be any exports on that day. There has to be a period somewhere 
along the line to determine this question of the definition of negligible 
quantities. 

Mr. Sutxivan. Actually, Senator, our objection goes further than 
the period. Even if there were a period, I think I can demonstrate 
the effect of this section. 

The Cuarrman. I would like to get clear in my mind whether there 
is a period and what the period is. That has a bearing on it. 

Mr. Sunnivan. Yes. 

Although the words “normally” and “negligible” have not been 
explained by the proponents of this bill, it is our opinion that this 
uuthority to cut rates by 50 percent would be applied to the textile 
industry asa whole. It is, therefore, unfair to have a 50-percent rule 
for us and a 5-percent rule per year for other industries not on the 
Geneva list. ‘Although in certain categories textile imports have been 
iarge and caused severe damage—lI can cite you examples among our 
New England mills, and the velveteen people are testifying this after- 
noon, and that is a concrete example—imports as a whole might well 
be considered negligible. For example, since 1940 imports of cotton 
broadwoven goods Riis varied from one-tenth of 1 percent to nine- 
tenths of 1 percent of our domestic production. These are annual 
averages. 

Senator Mitirq1n. Repeat that, please. 

Mr. SutiivaNn. From 1940 to 1954 we find a variation as a percentage 
of our production that imports have been one-tenth of 1 percent and 
as high as nine-tenths of 1 percent. 

Senator Barkuey. Is that cotton imports / 

Mr. Sutxiivan. Those are cotton imports. 

Senator Barkiey. Of all sorts? 

Mr. Sunuivan. Of all sorts. It is cloth not clothing. In certain 
instances that has hit hard, but the section as designed might well be 
applied to the industry as a whole. 

If this special rule regarding goods normally imported in negligible 
quantites 1s intended to bring in greater quantities of these goods 
at the expense of domestic producers by reductions up to 50 percent, 
unemployment and injury will be caused to American workers and pro- 
ducers in the textile industry. 
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If it means, where we have a situation where there are negligible 
imports or no imports, we can relax the tariffs with the thought that 
there will be no compeition for nonexistent imports, that is one thing. 
On the other hand, cheats has been no explanation of this. If it means 
by relaxing the tariff and oe the tariff, imports will cease to be 
negligible but become substantial, then it becomes a serious problem for 
us, as I have said, and if the imports become substantial, of course 
we will have unemployment and injury to our workers and our plants 
in the industry. 

The Carman. There is no provision in the bill for reopening this 
question should the so-called negligible imports become substantial ? 

Mr. Sutuivan. That is correct. Me 

The third aspect relates to the escape- and peril-point provisions, 
and I break that down into two parts. First, as to the test for either 
escape or peril. Mr. Craig Smith has said we are worried about the 
future because we know the Japanese goods, with their rebuilt efficient 
industry, is coming in now. When they will come in more, that might 
be any week. They are coming in now. But they may increase even 
more. Therefore, the escape clause is of importance to us, and is 
important to us even under present rates. 

We think the current test of it should be improved to protect our 
own home industries. The current test or guide in these matters is 
serious injury to the domestic industry producing like or competitive 
products. We believe this test is too broad and does not prevent plants 
in our domestic industries from being driven out of business even 
though an entire industry may not be seriously injured. 

I have seen only press accounts of Secretary Dulles’ testimony, so 
I cannot comment in too great detail, but I understand he said the 
test is that the whole industry would have to be injured, which means 
a million people and plants in 28 States. 

Certain sections—fine goods in New England or print cloths con- 
centrated in certain areas of the Southeastern States—that you might 
segregate and take the industry apart, yet perhaps you could make 
an argument that serious injury hadn’t been caused to the whole 
industry. 

We think there are a lot of suggestions as to how to handle this. 
One would be to provide in the ‘Trade Agreements Act for a test of 
unemployment or injury to American workers producing like or com- 
petitive products. This can be accomplished by either changing the 
words in the escape and peril-point provisions or by defining industry 
so as to mean the plants or segments of an industry. 

So much for the broad-test question. We think it should be one of 
unemployment and injury, and we think it should be mandatory in 
this sense, that it should apply to whoever administers the act, whether 
it is the Tariff Commission or an agency of the executive branch of 
the Government. Certainly the President can apply that test as well 
as the Tariff Commission. 

Although Congress may feel that the carrying out of the trade- 
agreements program must rest with the executive branch, it should 
nevertheless provide principles, guideposts, yardsticks, under which 
the executive branch should operate. There should be neither the 
authority nor an invitation to the executive branch or any agency 
thereof to disregard the principles laid down by the Congress. Only 
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Congress should have the right to change or overrule the application 
of the principles established in this legislation. 

We respectfully submit that H. R. 1 should be amended so as to 
provide that the administration of the trade-agreements program will 
not result in unemployment or injury to American workers or pro- 
ducers producing like or competitive products, and that no one shall 
disregard these principles without the express consent of Congress. 

The Cuatmman, Thank you very much, Mr. Sullivan. 

These three witnesses, Mr. Murchison, Mr. Smith, and Mr. Sullivan 
may now be questioned. 

Senator Barkley ? 

Senator Barkuey. I will take them in reverse order, so as not to 
have you get out of the chair. 

I haven’t very many questions. You speak about the impossibility 
of knowing what the word “negligible” means. You advocate remov 
ing that or fixing the definition. 

Mr. Sutuivan. I would like to strike the test out entirely. 

Senator Barkiey. What test would you substitute for it? 

Mr. Sutnivan. I wouldn’t. I would have the 15 percent apply to 
us as to the other industries. 

Senator Barkiey. We have words all through laws and in our con- 
versations and dealings that are difficult to define, just like the word 
“serious.” The Webster Dictionary defines “serious,” yet there are 
different gradations of “seriousness,” or lack of it. Somebody who 
has to administer the law has to have the discretion to determine that. 
You cannot lay down a hard-and-fast rule in a law as to what is 
serious. You cannot do it as to what is negligible. You cannot do 
it as to what is reasonable, 

In the trial of a criminal case the court will instruct the jury with 
reference to reasonable doubt. What is a reasonable doubt? Such 
a doubt as a reasonable man would entertain under similar circum- 
stances. So it is difficult to define the word “negligible” just as it is 
“serious,” and “reasonable.” Those words are incapable of being put 
into a straitjacket. 

Do you realize that difficulty ? 

Mr. Suuivan. I realize that difficulty. I think the point we are 
trying to make is that a reasonable man might well say where our 
imports have been less than 1 percent of our domestic production over 
a 14-year period, taken as cotton textiles on the whole, that that is 
negligible, therefore this 50 percent ax would continue to hang over 
us for another 3 years. 

That would be so in an industry which has already shown some 
decline and in which a good many producers and workers are nervous. 
Weare saying: Don’t leave that 50 percent ax hanging over us. 

Senator Barkiey. To what degree has the industry which you rep- 
resent increased or declined in the last 4 or 5 years in its production ? 

Mr. Sutrivan. In its production, Senator, the figures here in brief 
summary on the bottom of page 1 show production in the cotton-textile 
industry since 1951 is down 19.7 percent. Woolens and worsted pro- 
duction is down 27.5 percent. In New England, since 1954, employ- 
ment has dropped 16.3 percent, and over 15 cotton and synthetic tex- 
tile mills have permanently closed their doors. 

Senator Barker. Has that decline in employment been affected 
by the removal of the industry into other sections of the country ? 
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Mr. Sutiivan. Yes, Senator. 

Senator Barker. That hasn’t been caused necessarily by imports? 

Mr. Sutuivan. No, sir. We are not claiming that the overall pic- 
ture is caused exclusively by imports, although we can point to certain 
situations which this afternoon will be pointed out in the Velveteen 
case. 

Senator Barkiey. What case? 

Mr. Sutzivan. In the Velveteen case. We have 1 large mill in 
Fall River employing 2,000 people making broadcloth which has been 
shut down now for 7 or 8 months, although the imports are not the 
sole cause. They are a very important contributing cause to that. 

Senator BarKLEY. Where do those imports come from ? 

Mr. Sutiivan. The interesting thing is they are coming from Japan, 
Senator. Before the war Japan stayed in lower-count goods. But 
they announced around 1950 that they would concentrate or make 
an effort toward the higher-count goods which have a greater labor 
content, because they, having a cheaper labor, would have a greater 
advantage. 

Senator Barkiry. Many years ago, more than I would like to admit 
publicly, we got most of our broadcloths, as I now recall it, from 
England. 

Mr. Sutiivan. You may have gotten some very high-count fancy 
broadcloth, but most popular-priced shirts are still American broad- 
cloths. 

Senator Barkiey. I am thinking in terms of suitings, not shirts, 
although I realize shirts are made widely from broadcloth. The 
old-fashioned idea of broadcloth was a wedding suit, which I couldn’t 
afford when I got married. We used to bring a good deal of that in 
from England. 

Mr. Suttivan. Broadcloth woolens. I don’t have the figures. I 
will be glad to furnish it to you. The fine woolen imports have been 
on the increase, I believe. I don’t have the figures with me. 

Senator Barkiey. How wide a range does the importation of the 
Japanese textiles take? 

Mr. Suuuivan. The Japanese textiles—and I would like Dr. Murchi- 
son to check me, because he knows more about that than I do—ranges 
pretty nearly through the whole range of countable cotton cloth, 
going up even into the comb goods of average-count yarns of up to 
60 and 70. Beyond that England, Switzerland, and France begin 
to-——- 

Senator Barkiey. What portion of the total imports from Japan 
are made up by the cloth that is sent in and what proportion by 
finished goods; that is, ready-to-wear, if any? 

Mr. Sutiivan. Can I pass that question along to Dr. Murchison? 

Mr. Murcuison. I would say that during the past few months, 
Senator, probably 10 percent in terms of yards of fabrics have come 
in in the form of ready-made garments; that is, women fabrics. That 
does not include the knitted fabrics. 

Senator BarKkiey. Does not include what? 

Mr. Murcmison. Does not include the knitted fabrics. But of 
the ready-made garments made of woven goods, during the great 
concentration of Japanese imports, beginning about August of last 
year, continuing to the present time, it would represent a very sub- 
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stantial percentage. It is hard to compute it, but it would range 
from, I think, 10 to 20 percent. 

Senator Barkiry. That is in ready-to-wear stuff ¢ 

Mr. Murcuison. Yes. 

Senator Barxiey. That would mean 80 to 90 percent would come 
in in yardage. 

Mr. Murcutson. That is right. Mr. Sullivan was correct in in- 
dicating the wide range of the constructions coming in, but I would 
say that the bulk of the constructions, Senator, would fall within 
a fairly narrow range, from 35 to 50 average yarn counts. That is 
what makes the situation so difficult. 

Senator Barkiey. Who buys that yardage? 

Mr. Murcuison. The yardage goes into the general market. It 
is brought in by the importers and finds its way into the general 
market, 

Senator Barxiey. It goes into some factories out of which ready- 
to-wear stuff is made? 

Mr. Murcuison. The gray goods coming in, of course, go first 
to the finishing plants. They are bought by the converters and go 
to the finishing plants. There they are given the finishing treat- 
ment, and then. they are merged with the general body of American 
goods. 

Senator Barkiey. And are used to fabricate clothing? 

Mr. Murcuison. That is right. 

Senator Barkiey. And that process employs a good many American 
laboring men; does it ? 

Mr. Murcuison. That is quite true, but it doesn’t mean an increase 
in the number of workers that would otherwise be employed. The 
——o simply brings about a corresponding reduction of the volume 

f American cloth that would go into the garment-manufacturing 
nae. 

Senator BarkLey. You mean that you feel we are going to import 
enough yardage of goods of different kinds from Japan to create a 
serious impact upon the American textile industry and yet it doesn’t 
increase any employment of people? The employment of people is 
absorbed by those already working? 

Mr. Murcuison. There is no evidence whatever, Senator, that there 
is any increase of American employment due to Japanese imports. 

Senator Barkiey. You mean that there is enough laxity in these 
factories that make garments out of this cloth so that they can make 
all that they do make out of Japartese imports or out of any other 
imports 4 

Mr. Murciison,. This is the situation. The cloth-production ca- 
pacity of the American industry is not only fully adequate to Ameri- 
can consumption, it actually goes beyond that. W e not only need the 
full domestic market for our production, we also need as much export 
business as we can get. Under those circumstances of superabundance, 
the cloth that comes in from abroad merely displaces the same amount 
of cloth which can be made in America, because this incoming cloth 
that we speak of is not distinguished by differences in type. It may be 
somewhat inferior in quality, but it has more than been offset by lower 
prices. Consequently, it does not contain the power to expand produc- 
tion, make people want to buy more cloth. It doesn’t increase variety, 
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it doesn’t improve the quality. It merely demoralizes the general mar- 
ket structure of the United States and at the same time reduces the 
activity here. 

Senator Barkiey. Do you mean to say in the making of shirts or 
any other garment worn by a man or a woman out of this broadcloth 
that comes in here, no additional employment is supplied ? 

Mr. Murcuison. The American broadcloth is better than Japanese 
broadcloth, and it is available. 

Senator Barkiey. I am not speaking about that. Maybe I am 
obtuse. I don’t understand how enough of this Japanese competition 
comes in here to seriously endanger your business and yet it doesn’t 
give anybody in the United States any additional employment in 
making the goods out of that yardage comes in. How can that be? 

Mr. Suuuivan. Take an example. Suppose we have a shirt factory 
that makes a hundred dozen shirts. It buys American cloth and makes 
a hundred dozen shirts. It finds it can buy Japanese cloth cheaper. 
So it buys the Japanese cloth instead of American cloth. eir 
‘vorkers work on the Japanese textiles. The cloth maker in the mill 
is out of work because the shirtmaker is buying Japanese cloth. It 
adds no employment in the shirt factory. It puts the textile worker 
out of work. 

Senator Barkiey. You say from 1950 up to now at no time has these 
imports amounted to more than nine-tenths of 1 percent? 

Mr. Suttivan. That is correct; overall. 

Senator Barkiey. Senator Thurmond, who testified, I think, first 
here, said that in describing these conditions which he had described, 
there had been an expansion of the textile industry in this country; 
is that true? 

Mr. Sutiivan. There has been an expansion in South Carolina, I 
think, 

Senator Barkiey. How did that expansion come about? By mov- 
ing from New England? 

Mr. Suuuivan. To some extent, not so much moving as a decline 
there. 

Senator Barker. Closed down there and building plants in South 
Carolina? That is not due to imports. 

Mr. Sutiivan. Oh, no, sir. That is not due to imports. 

Mr. Murcutison. May I comment just a moment on the question 
of the Senator? The magnitude of the industry or activity in the 
industry is usually measured by reference to spindles or by reference 
to cotton consumption. The last, cotton consumption itself, is re- 
ferred to in terms of crop years; that is, the period from August 1 
of one year to July 31 of the next year, a add corresponding to the 
harvesting and marketing of the cotton crop, which is called a crop 
year. In the last crop year, consumption of cotton by American cot- 
ton mills was 1 million bales less than in the preceding cotton year, 
1952-53. So the production activity of the industry contracted about 
10 percent during that period of time. 

We are not going back to the Korean war for the comparison. We 
are taking 2 years of what is considered reasonably normal. Those 
figures are reported by the Bureau of the Census. 

The spindles of the industry diminished over that year’s time by 
600,000 spindles. 
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Senator Barxiey. I suppose you have taken into consideration in 
your attitude here the international situation, the contest between 
what we call the free world and the slave world. You have taken 
into consideration the desirability and the necessity for us to encour- 
age our friends not only through military assistance and by grants 
and gifts of money and as 8 and one thing or another, but that 
we also must maintain psychological connection between these various 
parts of the free world. 

We have a peculiar obligation, I think, with reference to Japan 
because we have helped to rebuild her Government and rebuild her 
economy, and we are hearing constant protests against permitting 
Japan or any of these other countries that are friendly with us to 
trade with Russia or the satellite nations or Communist China, and 
all that. What are we going to do? This doesn’t affect only the 
textile industry. Weare all confronted in our States with problems— 
oil and coal, and glass and copper, and lead and zinc, and all those 
things, as well as textiles. Where are we going to draw the line? 
What are we going to do in order not to drive our friends into the 
arms of our enemies, because we won’t trade with them or let them 
trade with us? How far can we go in the adoption of that policy? 

Mr. Murcuison. You have asked a very big question, a question 
that is probably beyond the wisdom of myself even to attempt to 
answer, but if I might suggest one thing—our industry has given very 
serious thought to your question. Our feeling is that one of the things 
to consider is that one-half of the population of this earth—that means 
two-thirds or more of the area of this earth—have a great scarcity of 


goods. Over a billion ~ in this world do not have adequate 
s. 


clothes to put on their They are going ragged. Our challenge, 
therefore, is to increase the consumption of cotton goods 

Senator Barxuey. If I may add, one-half of the world’s population 
goes to bed hungry. That doesn’t mean they haven’t had food, but 
— haven’t had enough, and it hasn’t been adequate in quantity or 
quality. 

Mr. Murcutson. Why shouldn’t we direct our efforts to relieve that 
situation ¢ 

Senator Barxiey. We have been doing that, but it may not be 
enough. 

Mr. Murcuison. We are a country of superabundance. We have 
a surplus in agricultural products and most manufactured products. 
When half the world is starving for these things and suffering for 
these things, why should we divert the world’s goods into the United 
States where we already have too many? Why not divert them where 
er are needed ¢ 

nator BarKLEy. You mean you are opposed to the conversion of 

any ex to the United States even if they have a surplus of their 
own 

Mr. Murcutson. Where we have a surplus and the rest of the world 
has a scarcity, we are 0 pe to the diversion of the whole. 

Senator Barxiey. All countries do not have a scarcity. Those 
countries can only sell to us and get dollars in order to buy our surplus. 

Mr. Murcuison. All of the countries which are the natural markets 
of Japan are countries of scarcity. 
nga Barguey. The natural market of Japan was China origin- 
ally. 
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Mr. Murcuison. In textiles, the bulk of her exports were not to 
China at any time. They were mostly to the other areas of the Far 
Kast, Oceana, Latin America and portions of Africa and the Near 
Kast. 

Senator Barkiry. Do we get any imports of textiles from Italy or 
Belgium ¢ 

Mr. Murcuison. Yes, we do, Senator. We get considerable volumes 
of specialty geo.’s from Italy and also Belgium, but they are com- 
modities that have distinetive qualities and are so sold in the United 
States. They are not merchandised in the United States on a purely 
price basis. 

Senator Barkiey. I realize that certain tastes have been cultivated 
for Italian, French, Belgian textiles of one kind or another—laces, 
embroidered goods, some of which we used to get from China also be- 
fore the war—and yet, if we seek to curb Japan by any particular 
treatment of her with reference to goods that the American people 
might prefer or like to buy, don’t we automatically do the same thing 
to Italy, France, and Belgium and other friendly countries with whom 
we have for a long time traded ? 

Mr. Murcuison. I think there is an important difference there, 
Senator. In the case of Japanese textile goods coming into this coun- 
try, they are simply goods, cotton goods, identified just by calling 
them certain constructions. When goods come in from the countries 
you have specifically mentioned, they are at least goods which have 
distinctive characteristics which, as you say, are goods which appeal 
to the desire for variety, novelty and quality on the part of the general 
American public. I think that would be generally true. There is 
a great distinction between our competition with Western Europe 
and our competition with Japan. 

Senator Barkiey. Yet they do manufacture certain of those goods 
in this country, and those who manufacture them object to Italian and 
Belgian and other imports that are competitive to any serious degree. 

Mr. Murciison. We have found in those cases where Japanese goods 
are labeled and identified as such in the United States, the majority of 
people prefer not to have them, Senator, even though those same people 
might be very happy to buy goods from the United Kingdom. 

Senator BARKLEY. Does that go back to any pr ejudice created be- 
cause of Japan’ s attack on us and her participation in World War II 
against us ¢ 

Mr. Murcutson. I don’t know the reason. You will recall that 
prior to World War IT the same thing started. We had a rather 
sizable boycott movement in the United States against Japanese goods. 
It seemed to be spontaneous. We have never been able to explain it. 
Our own industry was opposed to it and did its very best to stop it. 

Senator Barkiry. It was rather sporadic. 

Mr. Murcuison. Yes. 

Senator Barkiey. That is all I will take the time to ask. 

Senator Grorer (presiding), Senator Millikin? 

Senator Mutiixrn. No questions. 

Senator Grorar. Senator Martin? 

Senator Martin. IT haven’t anything. I hope that Mr. Smith will 
insert in the record the capital invested in the textile industry. 

Mr. Suirn. I will be glad to do that, Senator. 
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Senator Martin. That is the only question I have, Senator George ; 
thank you. 

Senator Grorce. May I make one inquiry. Are the Japanese now 
beginning to export or have they exported a fine broadcloth ¢ 

Mr. Sutiivan. Yes. The Japanese bring in now a combed fine 
broadcloth, American shirtmakers having for several years now been 
using this Japanese cloth. Iam sorry I didn’t bring some of the shirts 
with me, but we have them. It is virtually impossible to tell the dif- 
ference between an American shirt, or a shirt made of American cloth, 
and one made with Japanese cloth. They copy even the patterns of 
the weave of our shirts. 

Senator Grorex. You say it is not distinguishable from the Amer- 
ican product, the American produced cloth ? 

Mr. Sutiivan. No. 

Senator Barxiey. There is one question I have forgotten. In this 
July 1 date, about which all three of you complain in this bill, that 
really is a date fixed because this extension from now on is to terminate 
on July 1, at the end of the 3-year period. There would be no possi- 
bility of negotiating any agreements between June 2 and July 1, would 
there, so that July 1 date is put in there to harmonize the termination 
date of the act with its administration. 

Mr. Sutiivan. Senator, for purposes of determining what rate the 
President shall have the right to reduce to, they use the date of Janu- 
ary 1, 1945. 

Senator Barkiey. I understand that. 

Mr. Suniivan. So any date could be fixed. June 12 is when the act 
runs out, which would seem to be a harmonizing date in that sense. 
But it is legitimate to pick any date. 

The purpose of, say, March 1 is—and we hope it doesn’t happen— 
that if there are any concessions negotiated at Geneva. they would be 
credited against the 15 percent. You would leave the date that stands, 
but say that any concessions granted in these negotiations would reduce 
the 15 percent by the same amount. 

Senator BarKiey. Do you object to any date being in there? 

Mr. Smirn. No. We think everybody ought to start off on the same 
basis. If we start off after we have already been cut, then we just get 
cut twice. We want to make the date so that the list at Geneva will be 
treated the same—— 

Senator Barkitey. You mean if there had been a cut up to Janu- 
ary 1, 1945——— 

Mr. Smirn. No, sir; that is not the point I tried to make, sir. There 
has been no substantial cut in our rates since January 1, 1945. We 
are substantially where we were then. Our cuts mostly came before 
that. The bill now says that the rate of 15 percent below the rate 
existing on July 1, 1955, will be the rate. We don’t know what that 
rate is. That is what we are unhappy about. It would be 15 percent 
below an unknown rate. 

Senator Barxiey. If you haven’t had any cut since January 1, 1945, 
wouldn’t it be that rate? 

Mr. Sairn. No, sir; they are over there trading on us right now. 
We don’t know what is happening to us this moment. We might be 
getting cut 50 percent while you and I are talking about it. T-am being 
realistic. I am not trying to overdo it. That is the situation that pre- 
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vails. Right now we are being bargained on at Geneva. We don’t 
know how much, whether it is 1 percent, 5 percent, or possibly 50 per- 
cent. We don’t want to be cut an additional 15 percent over and beyond 
that. We think we ought to go back to 15 percent or apply to the pres- 
ent rate, assuming that the present rate has not been changed this morn- 
ing. It wasn’t eae yesterday so far as we know. We don’t get 
much news out of Geneva. They don't tell us much. We know they 
ure operating on us over there, but we don’t know to what extent they 
ure operating on us. 

Senator Barkiey. That goes on here in Washington sometimes. 

The CHarrman. Senator Martin? 

Senator Martin. May I ask one question? Is any country bringing 
in finished garments? The question came up a moment ago about the 
employment of men and women who are making garments out of our 
own fabrics. Are there any countries bringing in any completed 
garments ¢ 

Mr. Suttivan. The Japanese are, in fairly large quantities. Mr. 
Murchison estimated 10 to 20 percent of the amount of cloth. 

Senator Martin. When that happens, that takes out of employment 
people who are making garments in our country / 

Mr. Smirn. That is correct. 

Mr. Sutiivan. And the clothing manufacturers, I think, would 
express the same views we do. They did before the Tariff Commission 
and are of one mind on that. 

Senator Martin. As I understand, woolen goods—I don’t know your 
technical terms—-quite a number of finished garments are being im- 
ported now from Britain. 

Mr. Surxtvan. Yes. 

Senator Martin. And a lot of Americans go over there now and 
have their garments made by British tailors. I guess they have to 
have them remade when they come back to the United States. Never- 
theless, that happens. I don’t know whether it was happening in 
cotton fabrics or not. 

Mr. Sutuivan. Yes. 

Mr. Smiru. I read in the News Record, which is our leading trade 
paper, that during the month of December 1945 there were 89,000 
dozen shirts that came in from Japan, in 1 month. That is over a mil- 
lion shirts in 1 month. They came in purely because they were cheap, 
for no other reason, and they were cheap only because they were winds 
with cheap labor. That is the one reason they were cheap. 

Senator Barkiey. Thank you, very much. 

Senator Miturgin. Mr. Chairman, may I ask a question ? 

The CHarrman. Senator Millikin. 

Senator Miiuriy. Do you say there is no authority under the 
reciprocal trade agreement to give tariff concessions to one nation so 
that that nation may increase its exports to some other unrelated 
nations ¢ 

Mr. Sutxivan. I don’t think I said that. I don’t say that I know 
the answer to that. 

Senator Minir«rn. That is what I gathered out of some remarks 
that you made. I just wanted to know whether I understood you. 

Mr. Sutiivan. No, I don’t think you understood me correctly. I 
don’t think I expressed an opinion. 
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Senator Mii. Didn’t you have something to say about put- 
ting Japan in a position so she could get into other markets? 

Mr. vuLuivan. This subparagraph E which applies to us on the 
bargaining table at Geneva is a specific provision which says, if the 
President determines such decrease is necessary in order to provide 
expanding export markets for the products of Japan (including such 
products in third markets) 

Senator MiruiK1w. That is what I am talking about. Did I under- 
stand you to say there is no legal authority of that kind in the trade 
agreement bill ? 

Mr. Sutiivan. Other than that, not that I know of. 

Senator Minur«ry. Thank you. 

The Cnatrman. Senator Malone? 

Senator Cartson. I wonder if the Senator from Nevada would let 
me ask two questions. 

Senator Martone. Surely. 

Senator Cartson. I believe you stated that your industry has suf- 
fered some damage, less than 1 percent of imports based upon your 
domestic production. 

Mr. Sutxtvan. The imports have been less than 1 percent. 

Senator Caruson. And your industry has suffered, in your opinion, 
some damage. 

Mr. Suniivan. Yes, sir. 

Senator Cartson. What would happen if it were 5 percent ? 

Mr. Suttivan. I think it would be cataclysmic. 

Senator Carison. Then let’s go to 10 percent. 

Mr. Sutiivan. Supercataclysmic. 


Senator Carison. We oa to have an industry that is very im- 
’ 


portant in this Nation that had to compete with 1314 percent of their 
production last year, and they are complaining. Do you think they 
have a just complaint ? 

Mr. bosieuk: I don’t know, Senator. I don’t know the charac- 
teristics of the industry that you are talking about. 

Senator Cartson. I think probably I should have stated that the 
oil industry is meeting the competition of 1314 percent of the domes- 
tic production from imports. They have been Sia testifying before 
this committee, and I thought they made a very good case. They con- 
tend they have suffered damage, and I think proved their case. 

You come here, and I want to say that you have made a very good 
case, and I appreciate Dr. Murchison’s appearance because he ap- 
peared before the House Ways and Means Committee and never 
appeared without a splendid statement. I am interested in knowing 
that you feel in your industry with less than 1 percent imports, you 
feel you have been damaged, and I couldn’t help but bring up the 
comparison when there are other industries in this Nation that have 
some problems, too. 

r. Sunzavan. In certain branches of our industry, we have been 
damaged by imports up to 50 percent of our production. This legis- 
lation and the negotiations at Geneva, which this legislation affects 
in part, is intended to carry on further reductions. 

ator Cartson. I want to say I am sympathetic with your 


Thank you. 
The Cuamman. Senator Malone. 
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Senator Martone. Mr. Murchison, I too congratulate you on your 
statement, and I think there is very little that anyone could ask 
you that could improve on it. But you brought up a new slant on 
this thing. I too have studied it for quite a while, but I never 
thought of it just in the language you used. 

Most of us have seen many of these foreign nations. Aa do 
not of course manufacture enough goods for their own people if 
their own people could buy them with their own currency. They 
would not need dollars if they could buy them in their own money. 
What they need is wages, which they do not have. So your slant 
on this thing of our encouraging a division of their production with 
us when we obviously don’t need it, seemed to be a very fertile field 
for thought. 

[ appreciate your injection of that thought into this discussion, 
because I have said this and I would like your slant on it. Our policies 
that we have long encouraged (21 years) tend to hold foreign wages 
down, because we continually lower our duties below that difference in 
cost between this Nation and the chief competitive nation that is 
mentioned in 336, paragraph F of the 1930 Tariff Act, so that the 
American manufacturers that go to foreign countries can, by keeping 
the labor down, call profit anything between the lowest cost labor they 
can get in these foreign nations and the duty they have to pay to come 
in here. So the lower the duty the more the profit. 

If we had a duty based on section 336 of the 1930 Tariff Act, which 
is now superseded by the 1934 Trade Agreements Act, that took the 
difference between the reasonable cost of production here and the 
reasonable cost in the chief competitive country, then the profit would 
be taken out of the low cost labor and they might just as well raise 
their wages, because the theory of our flexible import fee was to lower 
the duty as their costs came up. 

Wouldn’t that policy then encourage higher wages where this policy 
we now have encourages lower wages and lower purchasing power in 
those countries. 

Mr. Murcuison. We were hopeful that the escape-clause and peril- 
point provisions of the trade agreement program would become a 
satisfactory substitute for section 336, the old section 336 that was in 
application and so preserving the principle which you refer to of the 
desirability of a cost equalization. 

I doubt, Senator—here is the problem involved in any effort on 
the part of the United States to increase the wages in foreign coun- 
tries, 

If you take those countries separately and view their export trade 
with the United States, it is usually a fairly small percentage of 
their total exports. In the case of Japan, last year their exports to 
the United States were 22 percent of her total exports. The other 
78 percent had to go to those portions of the world which have lower 
incomes, very low wages and so Japan is under pressure there to keep 
her costs down in order that she can find markets for the bulk of her 
exports in the low-income countries of the world. 

She does not have that problem with us. She could double or triple 
or quadruple her wages and still have a competitive advantage in the 
United States. But she can’t have a wage policy you see which is 
directed toward the American situation which saul be compatible 
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with the broader world situation which she must confront. There is 
the problem there. 

Senator Matong. Well, going a step further, we did not always have 
high wages in this country, but they were advanced as we were able 
to manufacture more per man-hour and produce materials at a lower 
cost. There was a recognized division between the workingmen in 
the industry and the investor's profits. Sometimes they miss the bal- 
ance but in the long run perhaps ends up about right. 

But is there any effort in foreign countries to raise the wage standard 
of living such as there has been in this country? Isn’t it true the 
attention is all paid to getting the stuff produced as cheaply as possible 
2nd making the greatest profit possible. Has there been the attention 
paid to that problem as there has been in this country ? 

Mr. Murcuison. Absolutely not. 

Senator Matone. Then in our policy of free trade—no duty at all 
and it calls for a readjustment whenever you go below that differential, 
because you have to lower your costs, your wages, and your invest- 
ments to meet their costs or go out of business. Suppose we had abso- 
lute free trade, then they coal take that profit between their low wages 
and what the market would bear here in selling price, could not they ? 

Mr. Murcuison. That is true, Senator. 

Senator Matonz. And they would do it. That has been the history 
of their selling price, has it not? 

Mr. Mourcuison. That indicates so well a realistic tariff policy, a 
policy that does recognize the basic differences, the basic disparity in 
the cost of production. Unless that principle is preserved, the tend- 
ency in the years to come will be for an increasing proportion of 
American business to move abroad in the form of branches and sub- 
sidiaries and depending for their markets, of course, upon the United 
States primarily, with their costs of production in other areas. 

That is the danger which confronts us. Of course, that always 
should stand as a great warning in any determination of tariff rates. 

Senator Martone. I have listened carefully to the three of you. 

I have not heard any one of you say that you wanted more than 
an even break in the American market. 

j var and reasonable competition. Is that about what you are asking 
or ¢ 

Mr. Murcuison., I believe that is right. 

Mr. Smiru. Yes, sir; if we could even get the Japanese equalized 
to our legal minimum we may be able to live with that. 

Senator Martone. I have a reason for stating it that way. If the 
duty is on the basis of fair and reasonable competition and meets that 
differential so that you have equal access to your own American. mar- 
ket, that is a satisfactory situation ? 

Mr, Soira. Maathentiy satisfactory. 

Mr. Suiivan. Yes. 

Senator Matone. You all three agree to that. 

Isn’t that exactly what the 1930 Tariff Act specifically set down as 
a principle—a fair and reasonable competitive balance with no ad- 
vantage to the American producer and no advantage to the foreign 
producer ? ; 

Congress gave them a principle, and only one principle, upon which 
to act and that was the difference in the cost, the reasonable cost here 
and the reasonable cost abroad. 
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Isn't that right? That is what section 336 does, isn’t it ! 

Mr. Murcuison. That’s right. 

Senator Matone. When Congress passed the 1934 Trade Agree- 
ments Act, there could have been only one objective, to divide some- 
body’s market here with a foreign nation ; isn’t that about right ? 

Mr. Murcuison. Yes. 

Senator Mauone. I have argued on the Senate floor and elsewhere— 
this is going on the 9th year—that that was the objective of the act. 
That has been denied by most people who are for the act, but we had 
« very good witness here the other day: Mr. Dulles. His name has 
been mentioned here. And Mr. Dulles said specifically that he recog- 
nized that the competition, whether domestic or foreign does injure 
and it injures first the weaker and less economical units in the indus- 
iry. That is what you have been testifying about this morning, the 
smaller industry. 

And he said further : 

I do not think you can have imports without some damage and if your rule is 
that you will not have imports or tariff reductions or sustain them if there is 
damage to anybody 
and that is what you are talking about. You thought the escape clause 
would protect you, but I think it becomes automatically unworkable, 
referring to the 1934 Trade Agreements Act. 

So I think we are facing a situation here of lack of understanding 
among the industrialists and workingmen and even among some Mem- 
bers of Congress on what the objective of the act was. Mr. Dulles, 
upon being asked the question: If the enforcement of this act caused 


unemployment, was that the objective of the act or could it be inter- 
preted that way, answered: 


Conceivably so, yes; we do a lot of things, sir, which do great injury to Ameri- 
can people to serve an international purpose. 

I did not even get an opportunity to congratulate him on the kind 
of a witness he was. 

I think he was the first completely honest witness we had ever had 
from the State Department. I think that he said exactly what they 
have me doing though for 21 years and therefore you know where 
you stand. . 

The objective of this act was to do this thing, and the junior Sena- 
tor from Kentucky put his finger on it. If you don’t do it, how are 
you going to help these other nations? 

I have held to the following theory and I am going to ask you if 
you agree, that if we hold to protect our own investors and our own 
workingmen on the basis of fair and reasonable competition—no high 
tariff, no low tariff or duties, but a flexible duty that equalizes the wage 
standards of living, taxes and things we have to pay here including 
unemployment insurance, industrial insurance, and social security 
to protect our workingmen (those three things alone amount to more 
than some of the wages they pay in some of these nations)—if we 
were to continually equalize that setup and leave that principle laid 
down by law, then a potential investor or actual investor can easily 
see that that principle could not be changed except by a bill intro- 
duced in and passed by Congress after hearings were held in com- 
mittee. Therefore he could feel easy in his investment, couldn’t he? 

Do you think that any industry can continue to operate for long 
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under a principle of continually reduced protection regardless of the 
differential of cost between this country and the chief competitive 
nations; with the threat continually hanging over its head that you 
may wake up any morning to find a trade agreement made that will 
lower the rate still further; and that when you come before the bar 
of justice you have to show serious injury when, as anyone knows 
who knows anything about business at all, it takes maybe a year 
or 2 years to show a serious injury and by then almost irreparable 
damage can be done? 

Do you think any business can continue to exist under these 
conditions ? 

Mr. Murcuison. You are the businessman, Craig. 

Mr. Sarrn. Senator, we think that some perhaps might. But we 
feel that with our industry, with the textile industry we have only 
three items of cost. Our biggest item of cost is our raw material, 
which is cotton. There the Japanese have the same cost we have. 
Any difference favors the Japanese, because they can buy Mexican 
cotton, Brazilian cotton, Pakistan cotton, which often sells, and right 
now in Mexico is selling 1 cent to 2 cents under the American price. 

When they buy American cotton they pay the same thing we pay. 
The American mill cannot buy any foreign cotton. We have to buy 
American cotton because there is a very rigid quota on how much 
foreign cotton can come into this country and with the exception of 
a few specialties none can come in. 

We by necessity have to buy American cotton. So our cotton costs 
are substantially the same with any difference favoring the Japanese. 
The second item of costs is the machinery utilization. 

The Japanese have the identical machines that we have. The tex- 
tile industry has no patents of any consequence whatsoever. The 
foreign spinner has the same machines that we have, except in the 
case of Japan, they are newer because they have all been bought since 
the war and they have an advantage there in having the newer ma- 
chinery. The only remaining area of competition is the wage rate 
and there they have a wage rate of 13.6 cents an hour. 

That is their average wage rate. Ours is 10 times that. We were 
asked why there are some industries that can compete and some of 
them say they can; why can’t you compete? 

That is the reason. Because our raw materials cost the same, our 
machinery is the same, and the only thing left is the wages to com- 
ete on. 

Our industry happens to be the last of the big major industries 
that really and strictly operates on what we used to think of as a 
free-enterprise basis. 

We have 1,300 mills that are actively competing against each other 
all the time. We don’t need any foreign competition to make us 
competitive. We don’t need any antitrust laws to make us competi- 
tive. We are just competitive by nature and we are cutting our 
own throats in competition every day and we are doing it and have 
been doing it for many years and going to keep on doing it. 

If these Japanese goods come in here, it will force mergers. We 
are seeing some mergers already, although there is no 1 company 
that controls as much as 3 percent of the total textile industry. ~~ 

The balance of us are all 1 percent or less. So it is an industry 
of small businesses, but this Japanese competition will force mergers, 
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the result of which, in our judgment, will be to do away with the 
last big industry in this country and it is a big industry although 
composed of small units—that is as highly competitive as we are. 

Senator Martin. Senator Malone, would you yield right there to 
this matter of costs? 

Senator Mavone. Certainly. 

Senator Martin. Your explanation of costs is very interesting and 
you have done it very clearly, but isn’t it true also that the Japanese 
plant costs less than the American plants because in the erection of 
plants, a large cost is labor cost? 

That is one reason why I wanted to get into the record your capital 
investment; isn’t that true 4 

Mr. Siri. Yes, sir. That is precisely true, Senator. We also 
feel that the money collected from our industry in taxes was in- 
directly used to build that Japanese plant. 

Senator Martin. That is right. Thank you, Senator. 

Senator Martone. You are in a highly competitive industry, but I 
call attention to the fact that most other industries are competitive 
too, like glass, crockery—at least crockery was until it went out of 
business—and the mines and other things. You have never objected 
though before any committee of Congress to domestic competition, 
have you? 

Mr. Sairn. No, sir. 

Senator Matonr. You never objected if there was a lower labor 
cost some place else in the West or the South because you knew it 
would even up in the long run if you gave it time, and you never 
objected to that did you? 

Mr. Smirn. No, sir. 

Senator Matonr. All you want then is a flexible evener; whether 
you call it a tariff, duty, or import fee or whatever it is, that will 
maket up that difference. As they raise their standard of living in 
Japan or whichever is the chief competitive nation, you could lower 
your tariff or your duty to just meet that differential and have equal 
access to your own markets. 

That is all you are asking for? 

Mr. Smirn. That is precisely correct. 

Senator Matone. Let me ask you another question because every 
once in a while, when the defenders of this policy get right up against 
the Iron Curtain, they have one more say: that the consumer is 
entitled to a lower price if he can get it. One of my convictions is 
that if you follow that through to a logical conclusion on all products, 
then the consumers will not even have the lower price to pay for the 
lower-cost product, because they are too dependent for their higher 
standard of living on some article that is protected. 

That is, if they are a lawyer they are working for these industries. 
They depend on an industry that has to be protected to exist. But 
have you ever had any experience in knowing—I am talking to the 
three of you, either one of you can answer—that when a foreign 
competitive product cuts an industry down and the industry goes 
out of business, isn’t there a tendency on the foreign producers side 
to charge what the traffic will bear? 

Mr. Smirn. Yes; there certainly is. 
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Senator Martone. And therefore the consumer doesn’t benefit by 
the excessivey low cost. They could have furnished it here for the 
ultimate after all. 

Mr. Smirn. And the point you make is particularly appropriate 
to our industry, because in New England and the South where our 
industry is located, it is usually the principal if not the only industry 
in the community and when that mill shuts down, as some of them 
are shutting down, both in New England and Alabama and Georgia, 
then the whole community becomes unemployed and the banks don’t 
close the next day but they close the next year and the merchant goes 
out of business the next year and the whole community is wiped out 
and can’t buy any Japanese cloth or any other kind of cloth because 
they have nothing to buy it with. 

So we are an industry which supports a number of small commu- 
nities. 

On your other points, the foreign competition is under what they 
call a cartel system. As I understand it there are 10 companies in 
Japan and they control the production of Japan. In Japan they can 
get together and from the way they act do get together and decide 
what they will do. 

They can bring it in or hold it out at their pleasure. They can raise 
the price or lower it at their pleasure, just by agreeing among them- 
selves. In this country even P omar we might like to do it and I would 


not say we are too virtuous to do it, we can’t do it because there are 
too many of us. 

Senator Maxone. I have just one final question. Except I would 
like to know the address of Mr. Murchison. Where do you live? 


Mr. Murcuison. I live in Clarendon, Va., 3162 Key Boulevard. 
The business address is for Mr. Smith and myself—1625 Eye Street 
NW., Washington. 

Senator Mavone. I found two of you now. We had one last night. 
I am going to have to start modifying my remarks. I said there is 
more education in Washington but less common horsesense than I 
have ever seen, but I have found 2 men in the last 2 days that show a 
considerable portion of that and I may have to modify that remark. 

I think you have developed a permanent rapport with the senior 
Senator from Nevada. 

Mr. Murcuison. I hope so, Senator. 

Senator Maton. I have one more question. 

There is nothing that will add to your testimony except to clarify 
it. That is what I have been trying to do. 

That has been fine and fair and it is the only way in my humble 
opinion that an industry in the United States can exist, any industry 
that needs that protection. Are the workingmen in your industry 
with you on our talk this morning ? 

Mr. Sutiivan. Yes. 

Mr. Smirn. Senator, we have over 6,000 persons employed by my 
company, Avondale Mills; 4,000 of those have told us they have writ- 
ten their Congressmen and Senators protesting what they think is 
about to happen to them. Sess 

They are with us 100 percent. I feel completely justified in say- 
ing when I testify before this committee I am testifying before you for 
the American Cotton Manufacturers and Avondale Mills and I am 
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especially testifying for 6,000 people who work for Avondale Mills, 
And I am justified in saying I represent those 6,000 people here. 

Senator Matone. Do you three agree that you represent practically 
100 percent of the workingmen in your industry in your argument this 
morning ? 

Mr. Smiru. I do. 

Mr. Sutuivan. I do, too. 

Senator Matone. The reason I ask this ies is because it has 
been amazing to me to hear workingmen and certain leaders of work- 
ingmen over the country testify that they want free trade. Because the 
first man to suffer is the workingman. And he suffers permanently. 

Because if a man has an investment and it is not all wiped out, some 
way he can continue his standard of living; but a workingman can’t 
do it. 

Take the CIO. The CIO in my State are not free traders. I think 
I can state that very definitely. My legislature passed a resolution 
opposing H. R. 1 that would do your hearts g and sent it to me 
the other day. That is the first time they have ever done that. It is 
the first time they have ever stopped to think about it. But the 
national leader of the CIO is a free trader, wants free trade—Mr. 
Reuther. 

You do have unions, do you ? 

Mr. Smiru. No, sir, I do not. 

Senator Martone. Do you in the industries generally ? 

Mr. Sutiivan. In the New England ones there are generally unions. 

Senator Martone. What are they affiliated with ¢ 

Mr. Sutuivan. Both the A. F. of L. and CIO. 

Senator Martone. That branch of the union, the CIO is not for free 
trade. 

Mr. Sutuivan. Mr. Solomon Barkin of the Textile Workers Union 
of America will testify this afternoon. 

Senator Martone. I can question him then. 

Mr. Sutiivan. And all the A. F. of L. unions in Massachusetts have 
memorialized the Massachusetts Legislature to oppose free trade and 
tariff concessions. 

Senator Martone. Thank you, that is all I need. 

Senator Martin. Senator Bennett. 

Senator Bennett. I have no questions. 

Senator Martin. Thank you, gentlemen, the committee will adjourn 
until 2 o’clock. 

(Whereupon at 1: 25 p. m. the committee recessed. 

(The following letter was subsequently received for the record : ) 


THE AMERICAN COTTON MANUFACTURERS INSTITUTE, INC., 
Washington 6, D. C., March 18, 1955. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington 25, D. C. 


Drak Senator Byrp: During the appearance yesterday of Messrs. Smith, Sulli- 
van, and myself before your committee, we were requested to submit for the 
record a comparison of textile-industry profits and all manufacturing profits 
after taxes based on capital investment. 

Enclosed herewith is a table showing the annual rates of return on stockholders” 
equity, by quarters, since the beginning of 1950. I am also enclosing a similar 
comparison of the percentage return on sales from which we quoted yesterday. 
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All of the foregoing statistics were compiled by the Federal Trade Commission 
and the Securities and Exchange Commission. 
Sincerely yours, 
CLAUDIUS MURCHISON, 
Economic Adviser. 
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AFTERNOON SESSION 
Senator Lone (presiding). Mr. Hussey. 


STATEMENT OF JOHN B. HUSSEY, COMMISSIONER OF CONSERVATION 
OF THE STATE OF LOUISIANA 


Senator Lone. Mr. Hussey, other Senators will be along as we go 
along. I will just ask you to go ahead and start your statement. 

Mr. Hussey. My name is John B. Hussey. I am the commissioner 
of conservation of the State of Louisiana. The Louisiana Conserva- 
tion Department is a State administrative agency which regulates the 
search for and production of oil, gas, and other minerals within the 
State. It is similar to the Railroad Commission of Texas, the Oil and 
Gas Board of Mississippi, and the Oil and Gas Commission of Ar- 
kansas, and other State regulatory authorities, except that its juris- 
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diction is limited to natural resources such as oil and gas, and instead 
of having a multiple-man board, it has only a single commissioner. 
I am that commissioner. 

My appearance here today has the full approval of the Governor of 
Louisiana. Incidentally, Governor Kennon is the chairman of the 
Conference of United States Governors. Both Governor Kennon and 
I sincerely appreciate this opportunity to testify before your hon- 
orable committee. 

I would like to review for you first the position of Louisiana among 
the oil and gas-producing States of the Nation. Louisiana is the 
second State in the Nation in total production of gas, and the third 
State in the Nation in total production of oil. Actually, in compar- 
ing its size, Louisiana produces more oil and more gas than any other 
State in the Nation. 

During 1953 and 1954, Louisiana was one of the largest contributors 
to the national reserves of oil and gas. Last year Louisiana had a 
greater net increase in reserves of petroleum liquids, which includes 
oil and distillate, than any other State in the Nation, accounting for 
better than one-third of the total national increase in liquid-petroleum 
reserves. According to the Oil and Gas Journal, Louisiana had an 
increase in gas reserves almost equal to that of all of the other States 
combined during 1954. The statistics of the American Gas Associa- 
tion for 1954 have not yet been published, but it is my understanding 
that they will credit Louisiana with at least 40 percent of the net 
national increase in gas reserves during that year. 

Because of these facts, we feel that Louisiana and its oil regulatory 
bodies can speak with some degree of authority concerning national 
reserves of oil and gas. 

I would like to point out the difference between supply and reserves. 
Supply is the amount of oil in aboveground storage available for 
refining. Reserves mean the amount of oil remaining underground 
which can be produced at later dates to meet the future needs of the 
national economy and of national defense in times of emergency. 

Oil which is found in nature’s storage and underground reservoirs 

is not subject to physical waste. But once that oil has been produced 
and is kept in aboveground storage, the oil is subject to evaporation, 
deterioration, loss by fire, and other actual physical waste. For that 
reason, the conservation of our natural resources requires that there 
not be in aboveground storage a greater supply of oil than is neces- 
sary to meet the current demands of industry or of national defense. 
The regulation of the amount of oil in aboveground storage is accom- 
p lished by conservation regulatory authorities, i in order to } prevent the 
physical waste that occurs during periods of excess supply. 

Now, we have been criticized for exercising restraint in the allow- 
ance for the purpose of fixing prices. Actually, that is no part of 
the consideration. It is done to prevent the actual hrvaital waste 


which occurs to the oil itself when it is kept in aboveground arti- 


ficial storage, rather than in underground natural storage where na- 
ture pa it. 


Adequate reserves and supplies of oil and gas are necessary for the 
peacetime economy of this a as well as for periods of war or 
other national emergencies. I would like for this committee to know 
and understand the problem of the State regulatory authorities in 
maintaining adequate reserves of these natural resources. Oil and 
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gas are not manufactured products, the supply of which can be in- 
creased by manufacturing more. Oil and gas are exhaustible and 
irreplaceable natural resources, the supply of which can be replen- 
ished only by discovery and development of new reserves. The ac- 
tual supply of these vital resources to our Nation is not the individual 
reservoirs or fields, but is the industry which discovers and develops 
the new sources of supply, thereby maintaining the adequate re- 
serves. In order to properly encourage the search for new reserves, 
it is necessary that no unfair competition develop, but that the indus- 
try be placed on a par and be able to compete on an equal basis with 
foreign oil. 

In supporting the amendment which restricts and places quotas upon 
the import of foreign oil, the independent producers in the industry 
are not seeking an advantage for themselves, but are seeking an op- 
portunity to compete on an equal basis with foreign producers as will 
be pointed out later. 

Imports of foreign oil should supplement and not supplant domes- 
tic production, if we expect or hope to maintain adequate national 
reserves of petroleum. Let’s examine the record during the past 2 
years from the viewpoint of the State of Louisiana to determine 
whether these imports have been supplementing or supplanting do- 
mestic production. 

During the last World War and the Korean conflict, it was neces- 
sary to build up in this country excess capacities both for refining 
and production of oil. After the end of these national emergencies, 
it still remained necessary for there to be maintained an excess re- 
fining and producing capacity in the event another such emergency 
might develop. The existence and use of this excess capacity created 
a surplus of crude oil and refined products in this country by the end 
of 1952. Realizing that there was too much oil and refined products in 
storage aboveground and that too great a physical waste was occurring 
because of the evaporation and deterioration of these excess supplies, 
many of the States began reducing the amount of oil which coud be 
produced in their States. 

This reduction in allowable production of oil by some of the States 
has brought the inventories and supplies of crude oil and refined 
products to a normal inventory situation in which there would not 
be excessive physical waste—there is no excess supply at the present 
time—but during the time that this excess inventory was being re- 
duced by cutbacks by the States, imports have been gradually in- 
creasing and filling in the gaps and actually supplanting rather than 
supplementing domestic production. 

Louisiana began reducing its allowable production in April 1953. 
These reductions in allowables were increased over the next year and 
a half until in September, October, November, and December of 1954, 
the depth bracket formula used to establish allowables for individual 
wells in Louisiana had been reduced to 48 percent of the March 1953 
depth bracket. That means that the better producing wells in our 
State are now producing only 48 percent of the oil that they were 
allowed to produce in March of 1953. 

During that same period, imports of crude oil and refined products 
into this country increased almost 20 percent, and are taking up the 
slack that is created in the effort to supplant our production of oil. 


59884—55—pt. 3-21 
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Senator Smaruers. Is that 20 percent a total figure? You say im- 
ports have been increased 20 percent. 

Mr. Hussey. That is a total figure of crude oil and refined products 
for the Nation. Now, that is a round figure. It might be something 
more or some fraction less than 20 percent. But that is a round figure. 

Now, that is not in our area, there is no oil imported in our par- 
ticular area. 

Louisiana is now producing crude oil roughly at the rate of 650,000 
barrels per day, which is far below its normal producing rate. Louisi- 
ana has a reserve-producing capacity which in the event of national 
emergency would permit us to produce without waste and without 
injury to individual wells in excess of 1 million barrels of crude oil 
and condensate per day. It is a vital thing to this Nation, both for 
its peacetime economy and asa protection against national emergencies 
or international conflicts, that we must maintain this reserve-produc- 
ing capacity. 

What effect does imported oil have upon our efforts to maintain this 
reserve-producing capacity ? 

One of the most important factors in the American economic system 
today is the cost of Government. I am certain that no one realizes 
that better than the honorable members of this committee. 

Foreign oil does not bear its fair and proportionate share of the cost, 
of American Government. I am sure that other witnesses have in- 
vited your attention to the effect that oil produced with low-priced 
labor in foreign countries has upon the workingmen in this country. 
The independent producers have adequately presented their view- 
point. I would like to explore this problem from the viewpoint of 
Government. I reiterate that foreign oil does not bear its fair and 
proportionate share of the cost of American Government. 

The revenue which the Federal Government received from the hun- 
dreds of millions of barrels of crude oil imported into this country 
during 1954 was barely one-sixth of the amount which the Federal 
Government received during the identical period as income from leases 
on lands lying off the shores of Louisiana. I am not taking the other 
States, I am taking Louisiana alone. And the income which the 
United States got from the rentals on lands lying off the shores of 
Louisiana, and royalties, during 1954 was six times the income that 
they got from imported crude oil. 

The United States is now engaged in leasing and developing for oil 
and gas the lands lying off the shores of Louisiana under the Sub- 
merged Lands Act. Actually, if we are going to bring a lot of low- 
priced, virtually tax-free oil into the United States, there is no point 
in the United States developing those offshore reserves at this par- 
ticular time. 

The people who develop these offshore lands will not build schools 
in these offshore areas to educate their children, but the burden will 
fall upon the State of Louisiana of building and supporting schools 
to educate their children. Most of the States in which the Federal 
Government owns land receive a portion of the income received by 
the United States from mineral development for public improvements 
and support of the State governments. The Federal Government 
has refused to give Louisiana a like proportion of the income from 
oil and gas from its offshore lands and yet Louisiana is to be burdened 
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with the obligation of constructing and maintaining additional educa- 
tional facilities. of 

Approximately 25 years ago, then then Governor of Louisiana, and 
later Senator—Huey P. Long—father of our beloved and distinguished 
Senator, Russell B. Long, started a program of improvement of the 
school system in Louisiana and enacted a tax on the severance of 
natural resources from the soil. Through the proceeds from this 
tax the various governing authorities in Louisiana have been enabled 
to improve our school system from one of the worst to one of the best 
in the Nation. 

During the period of 1954, our reduction in allowable production 
from Louisiana cost the State and its school system in excess of $2.5 
million. If imported crude oil and refined products are permitted 
to supplant Louisiana oe the way they have during the past 
year, the damages to Louisiana’s school system might well be dis- 
astrous 

If Louisiana is to bear the burden of educating the children for 
the workmen who develop the offshore oil properties of the United 
States, without any contribution from the United States, and is at 
the same time faced with the prospect of om Ty with virtually 
tax-exempt oil, it may prove too great a cross to bear. 

It is vital to the economy and defense of this country that the 
national reserve and producing capacity of oil and gas be maintained. 
Louisiana has greatly contributed to the ability of this Nation to meet 
its economic demands for oil and gas both in time of war and in time 
of peace. We cannot continue to do so if foreign oil producers are 


permitted to eee domestic production with oi] that does not bear 


its fair share of the cost of Government. 

It has been suggested that possibly the oil industry itself is not in 
agreement in the matter of restriction of imports of crude oil and 
refined products. I hope that the members of this committee will 
analyze the trend of the proponents and opponents. Those who 
oppose the restriction of imports are the major importing companies 
of this Nation themselves, the ones who benefit greatly from it, or 
oil jobbers who benefited from the oil which does not bear its fair 
share of the cost of the American Government. 

The supporters of the amendment are the between 4,000 and 5,000 
small, independent producers who want to be placed on an equal foot- 
ing with foreign oil and want foreign oil either to be required to bear 
its proportionate share of the cost of American Government by paying 
a tax equivalent to that paid by domestic producers or that the amount 
of foreign oil brought into this country be restricted to that which 
would supplement and not supplant domestic production. 

We thought that industry could voluntarily control imports to this 
point. I will say that some importing companies have made a sincere 
and conscientious effort to do so. But the record will show that this 
effort is not enough and the industry does not have control over the 
situation, and imported oil and refined products are now actually sup- 
planting domestic production. 

We are not asking for any advantage to our State or to the domestic 
industry. We are merely asking that you give the domestic industry 
a fair break and an equal competitive position, and our domestic pro- 
ducers and our State will stand toe to toe and slug it out with the 
importers. 





1586 TRADE AGREEMENTS EXTENSION 


The tax which the foreign oil does not pay to the Federal Govern- 
ment must be made up by the domestic producers and if foreign oil 
is not required to bear its fair share of that tax burden, that amounts 
to a subsidy to foreign producers of oil out of the pocket of domestic 
producers. It is our thought that the best approach would be to place 
a tax on foreign oil commensurate with that paid by domestic pro- 
ducers. Since such a program does not appear acceptable at this 
particular time, we feel that the least that can be done is to place 
quotas on foreign oil similar to quotas that have been placed on immi- 
grants from foreign countries for so many years, so that foreign oil 
will not supplant domestic production and penalize the States which 
reduce their production for the purpose of preventing physical waste 
and conserving the natural resources of this Nation. 

Thank you very much. 

Senator Lone. I want to thank you for your statement and the kind 
personal reference, Mr. Hussey. 

Let me ask you this, inasmuch as you don’t make these figures avail- 
able in your statement. What is the severance tax in Louisiana on a 
barrel of oil? 

Mr. Hussey. It is a varying scale. I would be glad to send it to you. 

Senator Lone. I think I had to write that law one time, I think it 
varies from 23 to 25; doesn’t it? 

Mr. Hussey. Twenty-six is the top on wells that are not stripper 
wells and that produce high-gravity oil. But it goes on down to about 
1014 cents upon stripper wells and upon the lower gravities. 

Senator Lone. That is based on the theory that a small well that is 
hardly paying its cost of operation shouldn’t pay as heavy a severance 
tax as an oil well that is in a position to produce a lot of oil? 

Mr. Hussey. That is correct. 

Senator Lone. As a matter of fact, the severance tax has increased 
in Louisiana, but we simply didn’t increase it on these little strip 
operations, because most of them couldn’t afford to pay it. 

Mr. Hussey. It would cause the abandonment of some operations, 
and oil would be less in the ground. 

Senator Lone. We wanted those small stripper wells to go ahead 
and recover what could be realized from those marginal fields. 

Mr. Hussey. That is correct. And I might say that the majority 
of oil produced in the United States is produced in those types of wells, 
and the greater reserves are in those types of wells. 

And if they are forced into a situation where they cannot compete 
they will have to close down those wells prematurely and a lot of oil 
will be left underground, and the actual natural resources of this 
Nation which should be available to us will be lost to us if we can’t 
have a fair competitive situation. 

Senator Lone. Now, in addition to that, wherever you have State- 
owned land, all the State land and the water bottoms, also pay a roy- 
alty to the State government; do they not? 

Mr. Hussry. That is right. 

Senator Lone. That works out to be about how much a barrel? 

Mr. Hussey. It depends on the royalty stipulated in the lease. If 
it were a royalty it would amount to top-priced oil, which is $2.95 a 
barrel, it would amount to an eighth of $2.95. 

Senator Lone. About 30 cents a barrel in addition to that? 
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Mr. Hussey. In addition to that; yes. 

Senator Lone. And those are changes that are not charged on for- 
eign produced oil? 

Mr. Hussey. Those are some of the many charges that foreign- 
produced oil does not bear. And if you would take a barrel of oil— 
I have not made the analysis—but if you take a barrel of oil from 
any State, not just from Louisiana, if you take a barrel of oil from 
any State, by the time it has reached the refinery it has contributed a 
great deal to the economy of that State. 

Senator Lona. Is oil being discovered in Louisiana as rapidly as 
the reserves are being depleted ? 

Mr. Hussry. Discovered more rapidly. Louisiana reserves are be- 
ing increased greater than any State in the Nation. Louisiana con- 
tributed one-third of the total net reserves of the oil in the United 
States. 

Senator Lone. Can you give us some comparison between the extent 
to which reserves are being depleted and the extent to which new 
reserves are being located ? 

Mr. Hussey. We are locating more reserves each year than our 
production to the extent—I will give you the exact figures for 1954 
as an illustration—Louisiana’s increase in crude oil reserves was ap- 
proximately 202 million barrels, and an additional 71 million barrels 
in liquid-petroleum reserves. 

Now, that is a net increase over and above the amount of our annual 
production. That was for 1954. 

Senator Lone. Does that situation obtain across the Nation as a 
whole? 

Mr. Hussey. The other States don’t have quite as large an increase, 
and some States are actually facing a decrease in reserves. I don’t 
have the exact figures, but they will be available from a publication, 
a joint publication by the American Petroleum Institute and the Amer- 
ican Gas Association. 

The American Petroleum Institute reports nationwide reserves by 
States, of course, of oil each year. And the gas association reports 
the gas and the gas-liquid reserves. Those will be available—I 
understand that they will be distributed and published this week. 

Senator Lone. You are in the conservation commissioner in Louisi- 
ana. If you were given the authority by the Federal Government, or 
if you were called upon to produce all the oil Louisiana industry is 
capable of producing, and following good conservation practices 
that wouldn’t damage the fields, or prevent you from gaining full 
recovery as these reserves are depleted, how much more rapidly could 
those reserves be drawn upon than the 650,000 barrels per day which 
the State is producing presently ? 

Mr. Hussey. We could produce in excess of a million barrels with- 
out waste for a national emergency. And I hope we can over the 
years. 

Senator Lone. That would be an increase of more than 50 percent ? 

Mr. Hussey. That is right. I hope over the years that we can 
maintain that position. But we maintain that position by encourag- 
ing the industry to find and develop these new sources of supply. 
And if they have got unfair competition and we can’t encourage them 
to find these new sources we can’t maintain that position for too long 
a period. 
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Senator Lone. I believe you pointed out to me that there was not 
much point in the Federal Government ene the federally 
owned portion of the tidelands in the State if the State was going 
to curtail its oil production. 

Mr. Hussey. That is entirely correct. I might say that Louisiana 
is the only State in the Nation which under the Submerged Lands 
Act contributed to the Government already producing oil wells. 
As I stated before, the United States has made off of lands lying 
offshore of Louisiana in 1954 alone $119 million. 

Senator Lone. How do you compute the figure that the Federal 
Government has received from the oil imports? 

Mr. Hussey. That was gotten from one of the Government agencies 
here in Washington. I don’t have the telegram available mght at 
the minute, but I can find it. But it came from one of the agencies 
right here in Washington. 

Senator Lone. One other point that has concerned me, I fear that 
many people tend to feel that the so-called Neely amendment and the 
amendment that has been offered to curtail oil imports would do 
more harm than they actually would do good for industry, inasmuch 
as American industry is capable of producing far more oil than is 
being produced—in other words, both the oil producers and the coal 
producers can’t gain a 100 percent benefit from any limitation or 
reduction of oil imports. 

Do you have any specific calculation of what this might mean to 
Louisiana if there were a curtailment of importation of foreign oil? 

Mr. Hussey. To the extend that last year it cost us $214 million 
more than it did the year before, cost our school system $214 million 
more than it did the year before—and the year before we were operat- 
ing under a reduced allowable also. So I would say that it is costing 
the State of Louisiana right now, and the oil imports are very greatly 
contributing to this loss, more than $214 million a year to our school 
system. 

Senator Lone. How do you arrive at the conclusion that it would 
mean that much additional increase in oil production in Louisiana? 
Have you computed your estimate by using the amount that you 
believe foreign oil imports should be curtailed ¢ 

Mr. Hussey. No, I don’t think that you could compute it on a 
barrel to barrel basis. But the cancerous situation, I would call it, 
is this, that when we cut back in order to keep our reserves and to 
keep such a situation healthy, they run in an increase. If you would 
keep them on the basis that they have been it would be all right, but 
not let them just gradually increase. 

You notice in the press that just recently since this amendment has 
been proposed many of them have come out and said in the press that 
they intend to reduce, but they haven’t been doing it, while they 
have been asking for reduction in our State allowables they have not 
been accomplishing it. 

We thought that the industry could do it itself. But it hasn’t done 
it. And these new promises, I don’t think are of any t benefit. 
As soon as the pressure gets off they will start again, they will just 
keep increasing it as we cut back, or they may try to increase it 
regardless of whether we cut back or not. 

Senator Marone. As I understand your position, you feel that it 
is bad conservation practice, as it is generally applied by industry, to 
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take it above ground more rapidly than it can be used and store it 
above ground, and that it is wasteful to store it above ground? 

Mr. Husspy. That is a recognized conservation practice. 

Senator Lone. And every time you try to control the amount above 
ground, try to keep it within the amount that good conservation 
practices would dictate, the importers bring in more into the Nation 
than you have above ground ? 

Mr. Hussey. Yes. 

Senator Lone. Thank you. 

Senator Smathers. 

Senator Smaruers. First, I want to commend you on that very fine 
statement and for those remarks you made about the junior Senator 
from Louisiana being beloved and interested in your State. 

And I want to say that I don’t know anyone here who has more 
assiduously represented his State than the junior Senator from 
Louisiana: 

Let me just ask a couple of questions about this. This crude oil 
which you say has increased, the imports have increased 20 percent, 
from what countries does that come? 

Mr. Hussey. I don’t have the exact figures with me. They are 
available, and I would be glad to give them to you. 

Senator Smaruers. Do you know how much of that oil is high- 
grade oil and how much is what you call residual oil ? 

Mr. Hussey. I have not figured it in that proportion. But I would 
like to say that some of it is residual oil. But, under the guise of 
bringing the residual oil in, they are also bringing in high-gravity 
oil, importers’ oil. 

Senator Smaruers. If there were some practical means of limita- 
tion limiting these imports to residual oil, then you wouldn’t have any 
objection to the importation of the same amounts that they have been 
importing if it were really and truly residual oil? 

Mr. Hussey. I don’t believe we would have any serious objection 
to that, Senator. 

Senator Smaruers. That is all I want to ask. 

Senator Lone. Senator Malone. 

Senator Martone. Mr. Hussey, I am going to say, first, that I remem- 
ae great pleasure the visit I had with your Governor, in 1953, 

think. 

Mr. Hussry. Thank you. 

Senator Martone. And, as I understand your testimony, you are not 
objecting to any domestic competition; you are only objecting to a 
lack of fair and reasonable competition with foreign imports. 

Mr. Hussey. That is correct, Senator. 

Senator Martone. You wouldn’t want any more protection than just 
a fair and reasonable competitive basis? 

Mr. Hussry. We are not asking for an advantage; we just want to 
be put on a par with them. 

enator Matonr. Now, you are aware of the testimony of one of the 
so-called major companies—I do not know exactly what companies 
come under that “major” category. Do you? 

Mr. Hossrx. Well, it is not a finely drawn line. 

Senator Matonr. Would you name a few of them that are gen- 
erally classed in that category ? 
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Mr. Hussey. Take the Standard Oil groups, the Texaco, and 
Gulf 

Senator Martone. Shell. 

Mr. Hussey. Shell. 

Senator Matone. Is the Union in that category? I guess not. It 
is not a foreign producer. 

Mr. Hussey. t don’t believe that they are a foreign producer. And 
[ would not say that they are not a major company. There is no fine 
dividing line where a company becomes a major company. 

Senator Matone. But the majors that are interested in foreign im- 
ports are mostly the ones you have named. 

Mr. Hussey. And I think they have a particular economic problem 
of their own. 

Senator Martone. I recall in hearing evidence before another com- 
mittee 2 years ago where a distributor for the New Jersey Standard 
Oil Co. testified in much the same manner as the chairman of the 
board of Standard Oil of New Jersey testified a few daysago. I have 
a high regard for these men; they are good citizens; they are fine 
businessmen ; they have developed fine companies. 

Their testimony was to the effect that they should be allowed to 
judge how much oil would be imported and how much would be pro- 
duced here locally and domestically, and keep that balance. I under- 
stand that you don’t agree with that. 

Mr. Hussey. If they would judge it completely impartially and 
from the viewpoint of Government and not from an economic situ- 
ation of their own, it is possible that that could be done, provided they 
had control of the situation. 


Now, I would like to say that I feel that Esso Standard, or the 
Standard of Jersey, has done a peeiey conscientious job in anno RaS 


to limit their imports. But t 
over. 

And the total imports have gotten out of hand. And the companies 
that come here and ask you for permission to control it themselves 
just haven’t been able to do the job. 

Senator Matone. In other words, if they curtailed their imports 
they might find themselves in the same position as the State of Louisi- 
ana; it would be made up by somebody else. So when you cut your 
production it is made up by imports, and if they cut their imports it 
might be made up, or more than made up, by aio companies, 

Mr. Hussey. I think that is well expressed, Senator. 

Senator Matonp. I recall my visit with Governor Kennon, of Lou- 
isiana, and I also recall he was a witness before the Minerals, Material 
and Fuels Economic Subcommittee, of the Committee on Interior an 
Insular Affairs. And this is substantially what he said: 

Governor Robert F. Kennon, of Louisiana, pointed out that oil and gas are a 
source of taxation that contributes to the support of the Louisiana public school 
system and other governmental activities in the State. 

That is what you were referring to; is that correct? 

Mr. Hussry. Yes. 

Senator Matone (reading) : 

And that imports of petroleum should pay as an import duty or tariff, the differ- 


ence between the wages and taxes in this Nation and the chief competing 
country. 


e total imports they have no contro 
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That is substantially what he testified to. 

Mr. Hussey. That is correct. 

Senator Martone. Now, he said further—which I thought was 

very good— 
That the policy decision on tariffs should lie with the Congress, feeling that 
perhaps the executive would be in a better position with its dealings with 
foreign countries, to be in a position to say that the responsibility of setting 
tariffs is with the Congress, and as much as we would like to be as friendly as 
possible with you, we have to conform to the laws of our land. 

If our trade relations with you develop as we hope they will, no doubt Congress 
in due course will recognize that and give concessions that are appropriate. 

You say at the present time you are producing about 48 percent of 
the amount of petroleum which was allowed in 1953? 

Mr. Hussey. I say, Senator, that individual wells have been cut back 
that much. We get new production in Louisiana, and therefore, our 
total production is not reduced that much. 

Senator Martone. I understood someone to testify that in Texas they 
were down to 18 days in their producing wells. Are you on a day 
basis ¢ 

Mr. Hussey. Weare not ona day basis. That is the State of Texas. 
And the dates that they use in there are not actually days of produc- 
tion, but that is just a factor used in calculating their production. 

Senator Matong. Now, further, I note that you say that Louisiana 
under the regular, economic production which would not injure or 
destroy the wells through overproduction, that, you could produce a 
little in excess of a million barrels rather than the 650,000 barrels they 
are now using per day. 

Mr. Hussey. I added condensate to that, which accounts for ap- 
presenta 40,000 barrels of production. That is the liquid petro- 
eum produced, 

Senator Martone. You also said that the Government had encour- 
aged this production during the war, and since that time the imports 
have increased and were cutting this production down. 

Mr. Hussey. That is correct. 

Senator Matonr. Now, wasn’t there a time following World War 
II when the Government was encouraging the companies to increase 
their potential to about 2 million barrels above what was ordinarily 
produced regularly for a possible third world war? 

Mr. Hussey. That is my understanding. I have had no personal 
contact with the Federal Government in that relation, but that is my 
understanding. 

Senator Matone. I understood it was 2 million—it might have been 
a little less or a little more—but they wanted excess possible produc- 
tion so that if a war should come and outside production should be cut 
off, pees from the Middle East, there would be an adequate supply 
here for us. 

Mr. Hussey. Such a reserve would be very advisable, correct. 
Senator Matone, How do you keep a reserve continually in a goi 
concern of petroleum production ? at encourages you to do that’? 

Mr. Hussey. We increase a reserve by a development of known re- 
serves and by discovery of new reserves. That is encouraged by 
giving the industry a fair break. 

Senator Martone. In other words, you continue your production, 
and out of that production, with certain tax concessions, you can 
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accumulate a fund to drill a few dry holes and get a good one once in 
a while and discover new fields. 

Mr. Hussey. That is correct. 

Senator Martone. And that is the way it has been carried on for a 
considerable time ? 

Mr. Hussry. That is correct. 

Senator Maxone. It is your belief, I take it from your testimony, 
that if there is no adequate market; that is, at a price that can make 
a profit on the investment, then this new field discovery is discouraged ? 

Mr. Hussey. Our position is that unless there is an equal com- 
petitive market, then it will be reserved—and certainly if there is not 
an adequate market new discoveries will be discouraged. 

Senator Martone. What you mean by that is that there must be some 
kind of a principle laid down by the Congress of the United States 
so that you do not have to be coming to some Federal bureau all the 
time and being on pins and needles as to just what is going to happen 
to you; a principle laid down of, say, fair and reasonable competition 
on a competitive basis so that at least you have equal access to our own 
market here. 

Mr. Hussey. I certainly agree with you, Senator. 

Senator Matone. You are not asking any more than that, are you? 

Mr. Hussey. Nothing more. 

Senator Martone. And it would seem that any industry asking for 
equal access to their own markets in America wouldn’t be asking for 
too much? 

Mr. Hussey. I personally would see no objection to it, Senator. I 
am not versed in the international market as to anything other than 
oil. 

I am the commissioner of oil and gas conservation of Louisiana, 
and I believe I can pretty well express the situation of that industry 
and of the State efforts to maintain these reserves. I don’t believe I 


could go further, but personally I would agree with your suggestion. 

Senator Matonr. Now, there is no other way to tax this oil that is 

produced in the Middle East and brought in here unless it would be on 

a par, as you suggested and as your governor has heretofore suggested. 

That would make uP the difference between the wages paid here and 
H 


the taxes and everything that goes to support the Government. There 
is no other way to do that except through a tariff or a duty is there? 

Mr. Hussey. I wouldn’t know of any other, Senator. 

Senator Martone. And if they did that, as you have both suggested, 
that would be satisfactory all around? 

Mr. Hussey. Entirely satisfactory. 

Senator Martone. Did I understand that you are advocating a quota 
now on imports of oil? Did you advocate the quota? I didn’t hear 
all of your testimony. 

Mr. Hussey. There is a bill before the committee for consideration 
at the time which involves a quota. We feel like that is more or less 
second choice. We feel that would be a step in the right direction, 
and we certainly advocate that. 

Senator Matonr. What you would rather have, then, if you want 
a basis of fair and reasonable competition, would be to let this act ex- 
pire and let it go back to the Tariff Commission on the basis of fair 
and reasonable competition. Then if the President would cancel by 
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notification of the countries the trade agreements that have been 
made, these would revert to the Tariff Commission, and then you 
would have a fair break. 

Mr. Hussey. I am not fully familiar with the working of the Tariff 
Commission, but if the Tariff Commission would then place the same 
burden upon the foreign oil, then we would have the same break, that 
is correct. 

Senator Martone. What did section 336 in the 1950 act that covers 
this particular thing say? There is only one principle laid down by 
Congress, and that is, the Tariff Commission is to determine the cost— 
not the high or the low cost—but the fair cost of production of any 
product in this country, whether it is oil or tungsten or textiles, or any- 
think else, and the fair cost of producing that same article or a like 
article in the chief competing nation, and recommend the difference as 
a tariff. They have no other alternative. Would that sound like a 
principle that might work ¢ 

Mr. Hussey. It sounds quite reasonable, Senator. 

Senator Matone. Now, there is a bill introduced here that purports 
to cover critical materials, but it only goes into detail as to what to do 
about the petroleum. I want to call your attention to one of the bills 
that I have introduced on several occasions here. The bill is S. 404, 
this year. It covers all products in the same manner. That is to say, 
it reorganizes the Tariff Commission, calls it a Foreign Trade Author- 
ity, and leaves it in the hands of the Tariff Commission to determine 
the tariff on the basis of the difference in cost of production, and it 
enumerates the factors that are included, and also gives them the right, 
where a tariff doesn’t altogether do the job, to invoke quotas. 

I have another bill, S. 400 of this year, and it does exactly the same 
thing, only on strategic materials, which would include petroleum. 

Now, if you were going to advocate something of that nature on pe- 
troleum, you would have no objection to having the other critical ma- 
terials included, would you? 

Mr. Hussey. I would have no objection to it, Senator. Of course, 
I am here on behalf of the natural resources of my State, because that 
ismy job. And I certainly would have no objection to the other. 

Senator Matons. I understand you are here—and most people come 
here—for a specific purpose. But it is, generally speaking, a better 
policy to have some definite principle laid down that covers materials 
in the same category. 

The minerals people have been here, the textiles people were here 
all morning—you heard their testimony, did you not? 

Mr. Hussey. I wasn’t there this morning, no, sir. 

Senator Matonn. They were very good witnesses, as good as I have 
ever heard on the subject. The are hurt, just as your petroleum indus- 
try is hurt, and they are only asking for a fair break in their own mar- 
ket. They aren’t even asking for any foreign markets, just.a fair break 
on the part of their own. So a bill such as I have described that covers 
the strategic materials such as minerals and petroleum, you would 
see no objection to it? 

Mr. Hussgy. I would see none. 
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Senator Martone. This bill has already been included in the record 
at another point, so I will not include it now. For example, it says 
specifically : 

The Authority is authorized and directed from time to time, and subject to the 
limitations herein provided, to prescribe and establish import duties upon strate- 
gic and critical metals, minerals, or other materials, which will provide for fair 
and reasonable competition between domestic articles and like similar foreign 
articles in the principal markets of the United States. A foreign article shall 
be considered as providing fair and reasonable competition to United States 
producers of a Jike or similar article if the Authority finds as a fact that the 
landed duty paid price of the foreign article in the principal markets in the United 
States is a fair price— 
and it goes on to describe it. You can also consider the offered-for-sale 

rice. 

. So all of this argument that you can’t determine the oil cost over 
in the Middle East, or you can’t determine the cost of textiles in Eng- 
land, flies out the window. They have to sell it for something, and 
when you start selling it you know what they consider it worth. 

Now, then, they can also take into consideration : 

Any change that may occur or may reasonably be expected in the exchange 
rate of foreign countries either by reason of the evaluation or because of a 
serious imbalance of international payments. 

They have been manipulating the price of their currencies to make 
ineffective any trade agreement or any trade agreement on tariffs 
that they make. 

Then it goes on to say: 

May impose quantitative limits on the importation of any foreign article, 
in such amounts, and for such periods, as it finds necessary in order to effectu- 
ate the purposes of this act— 
which is fair and reasonable competition. 

Do you think that would sound all right? If you are going to 
protect one strategic material it mgt be a good idea to just make 
it apply to all the critical materials ? 

Mr. Hussey. It sounds entirely reasonable. 

Senator Martone. And, of course, many people go further—I do 
myself—I think it should apply to all the materials and products 
in the United States so that we protect our economy. 

Mr. Hussey. I wish you success in it, Senator. 

Senator Martone. I think we will have it. It is just a question of 
how long it is going to take. 

Now, no one could improve on your testimony. You have made a 
good statement. You have made a good point about your school 
system. And I want to join with Senator Emathers remarks about 
the effectiveness of your Senator here. He is for Louisiana. You 
always find him in that corner. 

Mr. Hussey. We are quite proud of him, Senator. 

‘ Senator Matonz. Mr. Chairman, that is all of the questions I 
ave. 

I want to compliment the witness on his grasp of the situation. 

Senator Lone. Thank you very much, Senator Malone. 

Thank you, Mr. Hussey. 

Mr. Hussey. Thank you. 

Senator Lone. W. Ray Bell, president of the Association of Cotton 
Textile Merchants of New York. 
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STATEMENT OF W. RAY BELL, PRESIDENT, THE ASSOCIATION OF 
COTTON TEXTILE MERCHANTS OF NEW YORK 


Mr. Betz. Mr. Chairman and gentlemen of the committee, I am 
W. Ray Bell, and as president of the Association of Cotton Textile 
Merchants of New York, greatly appreciate the privilege of appear- 
ance before your committee. Our members are marketing firms and 
sales agencies which sell and distribute through domestic and export 
channels, the great bulk of woven cloth and other textile products 
made by the cotton mills of this country. Our statement to the House 
Ways and Means Committee expressed the view that new legislation 
which would grant executive authority for further reduction in textile 
tariff rates was inopportune and would probably do more harm to 
domestic employment and mill operations than benefit to the foreign 
producers. We attempted to expose a complete contradiction between 
the workings of our foreign policy as exemplified by H. R. 1 and the 
long-established goals of domestic policy, incorporated in many stat- 
utes of labor, farm, and social legislation. Since the statement is 
already part of the record we shall try to avoid its repetition except 
to reaffirm our conviction as to the vital importance of the textile 
industry in the American economy, especially as a necessary and large 
source of employment, the backbone of its cotton consumption and an 
indispensable factor of national security. 

We realize fully that the legislation before you has no specific 
refernce to textiles and that the President has publicly announced 
an assurance that administrative practices under it would not jeop- 
ardize any American industry. We do not hold this assurance lightly 
and respect its sincerity but this does not alter the fact that the 
administration seeks through this legislation new and extensive pow- 
ers from the Congress to further reduce the tariff margins of pro- 
tection for domestic production in favor or expanding American 
markets for the foreign producers. This has been the consistent 
direction of our foreign policy since we began to participate in the 
General Agreement for Tariffs and Trade. In that international 
atmosphere, negotiating teams representing the United States sit 
around the table with 10 or 12 foreign nations which are also surplus 
producers of cotton textiles. All of them want access to our markets. 
As a result of the bargaining at Geneva, at Annecy, and Torquay, 
tariff concessions by our side on textiles have been generous and today 
our average rates of duty are the lowest in modern history. In testi- 
mony before administrative agencies we have opposed a freezing of 
these concessions for future years and we have urged that textiles 
withdrawn from the bargaining list in current negotiations with 

apan. 

Our opposition to those measures and the further grant of tariff- 
cutting authority is based primarily on our experiences with Japanese 
competition and the potentialities of future disaster if our present 
margins of protection are lowered. The facts are that Japan has 
been the chief beneficiary of these concessions by reason of their gen- 
eralized character. Her percentage of American imports of ‘cotton 
piece goods has increased from a minor proportion in 1951 and 1952 
to approximately 50 percent in 1953 and about 65 percent in 1954. 
In other classifications of the tariff schedules, covering fabricated 
products such as pillowcases, towels, table damask and manufacturers 
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thereof, and many other articles, the Japanese position is even more 
predominant. ; 

To what extent the existing concessions have contributed to the 
rapid acceleration of Japanese trade here cannot be determined but 
one certain fact is that current tariff rates have proved no deterrent 
to the expansion of their shipments of textiles and apparel into Amer- 
ican meee: Especially since last summer these have been of wide 
variety and ever-increasing volume. To illustrate their broad scope 
{ would appreciate permission of the committee to enter in the pro- 
ceedings of this hearing, as exhibit A, a marked copy of the Journal 
of Commerce Import Bulletin, volume 9, No. 448, and dated March 
9, 1955. And that was the last issue that was available. On pages 
9, 10, and 11 of this publication is listed by countries a report of 
cargoes covering textiles, apparel, and novelties, coming into the port 
of New York during the preceding week only. A condensed summary 
of the cotton-fabric items will include the following totals: 


Ginghams.... 

Cotton piece goods and textiles ‘ 

PRUE vce cecerrewecaeccue-onunstannssetpienineeal 
Bedspreads 


Of the apparel imports for this single week, there is a total of 474 
cases, 227 bales, and 595 cartons, largely containing ladies’ blouses 
made of broadcloth. men’s and boys’ shirts made of gingham and 


flannel, and cotton gloves. 

The weekly arrivals of merchandise vary, of course, both in char- 
acter of product and volume but this is a fair sample of the rising 
tide of Japanese imports which even now is supplanting American 
production and undermining textile values based on American costs. 
Their impact is especially difficult at a time when the margin of 
profitable operation in this country remains excessively narrow. 

Considered only in their percentage relation to the large volume of 
American production, our fears over this weekly increase of several 
million yards seem exaggerated to some of the proponents of tariff 
reduction. Being unfamiliar with the habits or the history of textile 
markets they assume that substantial quantities of foreign textiles can 
be absorbed into American distribution with no worse effect than the 
curtailment of equivalent production here and there or at most, the 
liquidation of some marginal plants. Unfortunately, the extent of 
damage cannot be rated in the simple limits of displaced yardage. 
Our major injury today and the continuing threat of disaster lie 
chiefly in the demoralizing effect on American textile values of the 
depreciated price levels under which the Japanese product is marketed 
here. This oo not only to the billions of yards in piece goods 
constructions but to more limited fields of specialty fabrics and a wider 
range of fabricated textile products for household and apparel use. 
Just as a stream can be polluted by a small amount of toxic material, 
our highly sensitive markets are quickly responsive to price-cutting 
competition. 

Let me explain this textile market situation in more concrete terms. 

Our largest single cloth construction is the 80-square print. cloth, 
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a gray or unfinished frabric, of which about 725 million yards are esti- 
mated to have been produced in 1954. On a weekly basis, that is about 
14 million yards. ve means that on average our members and others 
are charged with selling this 14 million yards weekly. These goods 
are made by many mills in this country. ‘They are sold competitively 
in a market so sensitive that price changes are frequent, often daily, 
and at times of great activity even hourly. A difference of one-eighth 
cent a yard often means getting or losing an order and sometimes it 
reflects profit or loss on the transaction. The goods are of multiple 
use but much goes to converters and to the apparel trade. Markets 
for the converters’ finished goods, in bleached, dyed, or printed form, 
are equally competitive and close, so that the advantage of an attrac- 
tive graygoods price for one converter makes it tough for his com- 
petitor who has a higher gray cost. 

The Japanese industry can and does make fabrics in the 80-square 
construction, as well as other standard American types of both carded 
and combed gray fabrics, in print cloth, broadcloth, poplin, leno 
shirtings and other familiar descriptions. In the gray state they are 
purchased because of an attractive discount from the American price. 
After being finished, their identity as Japanese goods is lost as the 
finished goods enter distribution channels either as piece goods or 
apparel. In either case they pass for American viivliaindlion to con- 
sumers here or in displacement of United States exports. At current 
tariff rates Japan can and does lay down these goods in ever-increasing 
volume on the New York market below the competitive market prices 
for American goods. Incredibly low labor costs make it possible. 

Let us say that in a typical week, a hundred thousand, or three hun- 
dred thousand, or five hundred thousand yards of Japanese 80-square 
print cloths come into our market, discounting the American price. 
The sale of such a quantity, although small percentagewise, becomes 
known immediately and sets a pattern for the trade. Buyers who did 
not get the goods will have to compete in the finished goods market 
with those who did. Their pressure on American mills for a price 
closer to the competitor’s cost will be general, and strong. Since the 
mills are highly competitive among themselves, price concessions are 
made likely. Such concessions may not be away down to the price 
of Japanese goods, since that would mean below-cost prices for all 
the mills, but concessions that are made will depreciate the price struc- 
ture on the entire 14 million yards of weekly production of American 
goods. Repetitive imports, from week to week, will have like effect 
and the market is condemned to a depressed level while such imports 
continue. 

Because of their bellwether importance in the textile markets, if 
low prices prevail in print cloths, other goods are sympathetically 
affected in price and thus a very small quantity of imports may cause 
incalculable damage to prices and market confidence throughout the 
whole range of cotton-goods production. 

In this manner, the importation of foreign gray goods is exactly 
the same as bringing in quantities of raw material such as cotton 
which likewise is unidentifiable after later processing. Yet American 
cotton is protected to practical exclusion of comparable foreign 
growths through a tight country-by-country quota. By comparison, 
textiles are almost without protection against the overwhelming cost 
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advantages of oriental countries. These advantages do not stop with 
the spinning and weaving operations, but are multiplied, as woven 
cloth is first processed by finishing into bleached, dyed, or printed 
fabrics. The cost and price disparity between American and Japanese 
production naturally Soames wider at this step which is essentially 
a means of providing more selective raw material for the apparel 
and hocenbind trades. Finally, there is a pyramiding of the labor 
advantages in the fabrication of specific textile articles for household 
use or wearing apparel. Here the foreign values have been so low 
under existing tariff rates that domestic mills were forced to abandon 
entirely the area of low-range competition and confine their efforts 
to the higher ranges of style and quality. 

The infiltration has been particularly effective in the segment of 
table damask and manufactures thereof. Here imports have jumped 
from 1,427,000 pounds in 1949 to 4,376,000 pounds in 1954, only slightly 
less than the total of United States production, which is estimated at 
about 5,500,000 pounds. About 80 percent, or 3,480,000 pounds, were 
of Japanese origin against 272,000 pounds in 1949. In another tariff 
category, imports of kitchen and dish towels, with a declared value 
averaging 514 cents each and practically all from Japan, have zoomed 
from 91,000 units in 1949 to 10 million in 1952, nearly 11 million in 
1953 and 12,598,000 in 1954. 

Even at retail values of 10 cents each, price competition from Amer- 
ican mills would not be profitable.on such items. Pillowcase markets 
are under similar pressure from Japanese products, averaging less 
than 18 cents each on declared value of 1,337,000 units in 1954. This 
quantity is almost double that of 791,000 units in 1953 and compares 
with negligible amounts in preceding years. 

These illustrations will serve to show how widely the Japanese 
competition has penetrated into selected areas of integrated manu- 
factures, in a form ready for consumer use. Having additional ad- 
vantages in labor costs, the price gap is greater and the ever-increasing 
volume of imports is a mes 9 larger proportion of the relevant Ameri- 
can production. And in other fabricated goods, the problem goes 
much further. Apparel, made in Japan from native Japanese cloth, is 
also coming into the United States in volume, santana as shirts 
for men and boys and ladies’ blouses. These are entering our ports 
by the thousands of dozens and where in cloth competition Japan’s 
price margin is stated in cents per yard, here it becomes a matter of 
dollars per garment at retail, with wholesale prices quoted below 
the bare cost of materials and findings. Certainly the garment trades 
are as competitive or more so than the e textile trades, which normally 
supply their basic cloth material. The textile industry loses in yard- 
age sold and again suffers from the demoralizing effect of low-price 
Japanese competition which gradually infects the markets of our 
industry’s customers. Except for the retail stage of distribution, 
every outlet of market demand is now under fire in markets where 
price has traditionally been an all-important factor. 

The facts of textile markets are that Japan through its enormous 
advantages in labor costs, abundant supply of willing workers and 
diversified industry can take over almost at will any area of our 
textile markets which its producers and traders choose to exploit. 
They have the present advantages of all the tariff concessions previ- 
ously made in negotiations with other countries. Under the present 
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tariff rates their business is expanding rapidly in every direction. 
Because of the wide disparity in prices, American values and the op- 
portunity for profitable operation are being undermined by these im- 
ports, causing distress far out of proportion to the actual displacement 
of yardage. In our opinion, the potential new reductions under H. R. 1 
would only serve to enlarge Japan’s existing price advantages and 
encourage the further diversion to our shores of goods which could 
be more useful in supplying the needs of southeast Asia and Africa. 

Except for detail, this problem of Japanese imports is little different 
than it was 20 years ago when the Tariff Commission under Senate 
Resolution 104 of the 74th Congress investigated relative costs, and 
recommended tariff increases averaging 42 to 43 percent on certain 
ranges of competitive bleached and finished goods. This increase in 
the tariff rates was proclaimed by the late President Roosevelt on 
May 21, 1936. I may say, Senator Malone, that was under section 
336 of the Tariff Act. Since that time American cotton textile wages 
have risen from an average of 36 cents per hour to approximately 
$1.25 per hour. Japanese wages have also oo substantially but 
are still under 14 cents an hour. In general, present tariff rates on 
textiles are considerably less than in 1936 and the Japanese industry, 
practically rebuilt since the war, is far better equipped in technologi- 
cal skill and efficiency. 

The fundamental objectives in the Tariff Act were to encourage 
domestic industries and to protect the American worker. We believe 
that neither purpose will be served by this bill. Adequate protection 
of the American textile industry against the products of Japan and 
the low-wage Orient is vital to this country. It is vital to wage 
earners who in the textile and apparel trades account for 1 out of 
every 8 employed by manufacturing industry in this country. It is 
vital to cotton farmers, for America is by far their best, largest and 
quota-protected market, while Japan can and will use whatever cotton 
is most cheaply attainable in world trade. And as armies cannot 
move without cotton, it is vital to our national defense. We urge that 
these important values be recognized by the Congress in any tariff 
legislation. 

(The Import Bulletin referred to is as follows :) 


[Journal of Commerce—Import Bulletin, New York, March 9, 1955] 


TEXTILES, APPAREL & NOVELTIES 
(Week of March 9, port of New York) 
APPARELS—JAPAN 


15 es ctn gloves—Reliance Intercontinental Corp (23—B) 

28 ctns wool & nylon moccasins—Van Wagenen-Sager Inc, Syracuse (23—B), 
1 ese wool gloves, knitted wear & slippers—Elliot Import Corp (23—A) 
5 es fabric gloves—Reliance Intercontinental Corp (23) 

2 cs pearl beaded handbags—A Blatt (23) 

3 cts chip hats—Levin Bros (23) 

11 cs flannel shirts, 26 cs ladies blouses—Haddad Sons (23) 

113 ctns toyo bags, 1 ctn visea hats—Guaranty Trust Co (23) 

17 cs willow handbags—Pyramid Leather Goods Co (23) 

50 ctns cotton polo shirts—Haddad & Sons. (23) 

1 cse ladies’ ctn gloves—Heemsoth Kerner. (23) 

98 es handbags, 3 es handbag decorations—Guaranty Trust Co. (23) 

8 ctns woolen fringed stoles—NY Factors, Inc. (23) 

80 ctns cotton knit boys’ polo shirts—Haddad & Sons. (23) 


59884—55—pt. 3-22 
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42 ctns cotton knit children’s shirts and pants, 16 ctns cotton knit children’s 
cardigans—Haddad & Sons. (23) 

37 es cotton blouses—Miss Pat Fashions, Inc. (23) 

37 es cotton blouses—Miss Pat Fashions, Inc. (23) 

3 cs pearl beaded handbags—A Blatt. (23) 

8 es oval willow baskets—Reliance Intercontinental Corp. (23) 

18 cts willow hand baskets—Simon Intern Corp. (23) 

10 bls boys’ cotton pullovers—A Schachter, Montreal. (23) 

15 bls cotton blouses—Toyomenka, Inc. (23) 

2 cts chip beach hats—Teigh, Inc. (23) 

125 etns cotton polo shirts—Haddad & Sons. (23) 

4 es ctn fabric gloves—Elliot Import Corp. (23) 

81 ctns boys’ flannel shirts—Haddad & Sons. (23) 

116 ctns boys’ flannel shirts, 45 ctns ladies’ blouses—Haddad & Sons. (23) 

50 ctns cotton knit boys’ polo shirts—Haddad & Sons. (23) 

8 es nylon gloves—Heemsoth Kerner. (23) 

9 cts willow handbags—Pollak Feather Corp. (23) 

44 ctns ladies’ blouses—Haddad & Sons. (23) 

4 bls cotton blouses—Toyomenka, Inc. (23) 

3 es wool baby socks—Haddad & Sons. (19-G) 

10 cs paper handbags—Liebermann Waelchli. (19-G) 

11 es ctn string gloves—I B Cohen & Sons. (19-G) 

17 es gloves—Elliot Import Co. (19-G) 

20 cts straw bags—Teigh Inc. (19-E) 

6 cs childrens hand bags—I Strauss. (19-E) 

22 cs ctn gloves—Florea & Co. (19—D) 

11 ets willow bags—Reliance Intercontinental Corp. (19-E) 

8 es nylon gloves—Florea & Co. (19—D) 

2 cs Hawaiian chip lei, 3 cs novelty hats—Langfelder Homma & Co. (19-D) 

6 bls—Col-Ven Corp. (19-D). 

16 es woolen mens fabrics—Meadows Wye. (19-D) 

28 es straw hats, caps & chip beach hats—Teich Inc. (19-D) 

10 bls cotton white mens t-shirts—Haiat Trdg Co, Montreal. (19-D) 

61 cs straw bags—NY Mdse Co. (19—D) 

3 cs ctn string gloves—Florea & Sons, Montreal. (1—J) 

36 cs wool gloves—Reliance Intercontinental Corp. (1—J) 

34 es cotton blouses—Mfrs Trust Co. (1) 

15 cs paper handbags—Lierbermann Waelchli. (1—B) 

2 ctns moccasins—Babyknit Co. (1—B) 

25 cs cotton blouses—Miss Pat Fashions, Inc. (1—B) 

26 cs wool gloves and slippers with wool uppers and leather soles—Elliot Import 
Corp. (1—A) 

2 cs ctn gloves—Elliot Import Corp. (1) 

19 cts willow bags—Reliance Intercontinental Corp of NY. (1) 

5 es woolie nylon gloves—Liebermann Waelchli. (1) 

64 etms grass rush bags—Simon Intern Corp. (1) 

30 cs handbags—Ritter & Ritter. (1) 

15 cts willow bags—Reliance Intercontinental Corp. (50-C) 

13 es toyo paper bags—NY Mdse Co. (50—-H) 

23 ets straw bags—NY Mdse Co, Dallas. (50—-F) 

29 cs cotton T-shirts—NY Mdse Co. (50-F) 

2 es ctn gloves—Elliot Import Corp. (50) 

35 pks willow baskets rush bags, Toyo paper bags—Simon Intern Corp. (50) 

7 cs gloves—Elliot Import Corp. (50) 

38 pks handbags—Ritter & Ritter. (50) 

31 ctns a gingham mens shirts, 23 ctns cotton gingham boys shirts—Haddad 
& Sons. (50) 

61 cts painted willow handbag baskets—American Basket Corp. (50) 

20 bls white cotton T-shirts—Orexco Ltd, Montreal. (50) 

11 pks straw caps, straw coolie hats & chip hats—Teigh Inc. (50) 

55 es white & dyed cotton broadcloth blouses—NY Factors Inc. (50) 

4 cs white & dyed cotton broadcloth blouses—Nichimen Co. (50) 

5 ets willow handbags—Reliance Intercontinental Corp. (50) 

57 pks handbags—Guaranty Trust Co. (50) 

255 ctns white cotton broadcloth childrens shirts, cotton broadcloth ladies blouses, 
half sleeves—Haddad & Sons. (50) 

15 cs wool sweaters—Public Nat Bank. (50—-C) 
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22 bls ctn round neck shirts 4% sleeve—Orexco Ltd. (50) 

2 cs paper bags, 4 cs paper caps—Pacifie Import Co. (57—G) 

6 cs glass bead handbags—Domar Bag Co. (57—E) 

10 cs paperhand bags—Domar Bag Co. (57-E) 

5 cs paperhand bags, 8 cts willow baskets—Simon Intern Corp. (57—E) 

4 cs glass bead hand bags—Magid Handbags. (57—B) 

°°? bis etn blouses, sleeveless—Nat Carloading Corp. (57-E) 

16 es paper toyo caps—M. L. Aronson. (57—E) 

178 bls cotton ladies blouses, sleeveless—Nat Carloading Co, Judson Sheldon 
Div. (57-E). 

60 cs etn blouses—Regal Accessories Inc. (57—B) 

53 cs handbags—Guaranty Trust Co. (57-E) 

4 es etn fabric gloves—R H Macy. (57—-G) 

6 cs ctn string gloves—Reliance Intercontinental Corp. (57-B) 

30 bls etn blouses sleeveless—Nat Carloading Co. (57—E) 

16 es cotton t shirts—NY Mdse Co. (57—-E) 

46 es white cotton broadcloth blouses—NY Factors Inc. (57-E) 

43 es broadcloth & gingham blouses—NY Factors Inc. (57—-E) 

21 es paper toyo caps—M L Aronson. (57—E) 

30 es toyo cloth sports caps paper—I E Poons. (57-E) 

13 es ctn string gloves—Reliance Intercontinental Corp. (57-E) 


BEDSPREADS——JAPAN 


51 bls—Haddad & Sons. (50) 

8 bls cotton & rayon mixed—Orexco Ltd, Montreal. (50) 

16 bls—Haddad & Sons. (23) 

35 bls—Haddad & Sons. (23) 

15 cs spun rayon, rayon mixed—Safdie & Co, Montreal. (23) 

20 bls cotton and rayon mixed—A Schechter, Montreal. (23) 

6 bls, 29 es—Haddad & Sons. (23) 

12 bls cotton & rayon mixed—Haiat Trdg Co, Montreal. (19-D) 


BLANKETS—JAPAN 
10 bis baby blankets—A Schachter, Montreal. (23) 


BRACELETS—-HONG KONG 


1 cse—Cenco Import Co, Montreal. (57—D) 
8 cs photo identif—North Amer Foreign 


COTTONS—JAPAN 


10 bls white shirting—Cosmo Underwear Co, Montreal. (57-BE) 
3 bls white shirting—Patricia Silkwear Inc, Montreal. (57-E) 
3 bls white shirting—Midland Garment Ltd, Montreal. (57-E) 
4 cs yarn dyed satin striped handkerchief cloth—Hudson Hdkf Mfg Corp. (57-E) 
11 es pee goods—Shinko Sangyo N Y Inc. (57-B) 

102 bls pee goods—Shinko Sangyo N Y Inc. (57-E) 

7 cs hand ptd amunzen—Amity Mills Inc. (57-B) 

26 cs Indian prints—Amity Mills Ine. (57-G) 

9 cs yarn dyed cloth—Gosho Trdg Co. (50) 

103 bls grey poplin combed broadcloth—Bunge Corp. (50) 

10 cs yarn dyed cloth, 28 cs yarn dyed hdkf cloth—Gosho Trdg Co. (50) 
30 bls gingham pee goods—W Gamby & Co. (50) 

5 bls gingham pce goods—-W Gamby. (50) 

33 bls grey broadcloth—Gosho Trdg Co. (50) 

14 bis gingham pee goods—Concord Textile Co. (50) 

35 bls gingham hdkf material—Norfolk Hdkf Co. (50) 

10 bls gingham pce goods—W Gamby & Co. (50) 

5 es bleached—Continental Linen Mfg Co, Montreal. (50) 

8 cs white broadcloth—Tabah Cousins, Montreal. (50) 

5 cs bleached—Continental Linen Mfg Co, Montreal. (50) 

25 bis piece goods in the greige—Omni Prod Corp. (50) 

135 bls pee goods—Shinko Sangyo N Y Ine. (50) 

10 bls gingham pce goods—M Lowenstein & Sons (50) 

23 bis loomstate gingham—C Itoh & Co (50) 
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15 es pee goods—Nichimen Co (50) 

6 bls pce goods—American General Supply of Canada, Montreal. (23) 
98 es—Haddad & Sons. (23) 

45 bls grey broadcloth—Bunge Corp. (23) 

137 bls—Haddad & Sons. (23) 

22 bls gingham—Toyomenka Inc. (23) 

6 es goods—C Itoh & Co (America) Inc. (23) 

98 bls bleached cloth—Continental Linen Mfg Co, Montreal. (23) 

11 bls grey shirting—Crown Textile Agency, Montreal. (23) 

11 bls grey shirting—Transcontinental Sales, Montreal. (23) 

26 bls gingham—Toyomenka Inc. (23) 

3 es, 22 bls—Haddad & Sons. (23) 

19 bls loomstate gingham—C Itoh & Co (America) Inc. (23) 

29 cs checked woven hdkf cloth—C Itoh & Co (America) Ine. (23) 

7 bls checked gingham—Nichimen Co. (23) 

6 cs fancy loop gingham—Nichimen Co. (23) 

200 bls—Haddad & Sons. (23) 

127 bls gingham—Toyomenka Ine. (23) 

78 bls checked gingham, 24 bls fancy dobby chambray—C Itoh. (23) 
18 cs yarn dyed cloth—Gosho Trdg Co. (23) 

7 bls checked gingham—Nichimen Co. (23) 

173 bls pee goods—Shinko Sangyo NY Inc, (23) 

11 es gingham—Shinko Sangyo NY (23) 

2 bls gray pce goods—Toyobo NY Ine. (23) 

10 es gingham—Shinko Sangyo NY. (23) 

7 bls white shirtings—Dorsay Lingerie Ltd., Montreal (23) 

26 bls combed gingham—Judson Sheldon. (23) 

66 bls—S Handal & Sons. (19-D) 

5 bls gingham—Judson Sheldon Div. (19—D) 

79 bis ptd shirting, 10 bls combed gingham—Judson Sheldon Div. (19-D) 
7 bls combed gingham, 4 bls gingham—Judson Sheldon Div. (19-D) 

3 cs poplin—Industrial Textiles, Toronto. (1) 

10 bls white shirting—Lov-lec Mode Inc, Montreal. (1) 

10 bls white shirting—Frenchmaid Linger Co, Montreal. (1) 

14 bls white cotton—Wearbest Sheet & Pillowease Mfg. Co., Montreal. (1) 
6 bls white cotton—The Viola Knit Mills, Montreal. (1) 

11 bis grey sheetings—American General Supply of Canada, Montreal. (1) 
5 bls white shirting—Standard Distr, Montreal. (1) 

6 cs Indian prints—Amity Mills Inc. (1-B) 

160 bls pee goods—Shinko Sangyo NY Ine. (1) 


HANDKERCHIEFS—-JAPAN 


8 bis 7 yon yarn dyed, 17 bls rayon & spun rayon hdkfs—A. Schachter, Mont. 
(57-E) 

5 es yarn dyed woven fujiette, 5 cs spun rayon—Nichimen Co, Houston. (50-H) 

1 cse linen & ctn embr—A D Sutton. (19-B) 

1 ese ramie—Hygrade Import Corp. (1-B) 

12 es ramie—Haddad & Sons. (1-B) 

10 bls hdkfs—M I Greisman, Toronto. (19—D) 


PILLOW CASES—JAPAN 


200 bls cotton white—Nichimen Co. (57-E) 

75 cs ctn—Haddad & Sons (50) 

50 bis ctn—Salim & Dweck (50) 

100 bls—V B Handal & Bros (50) 

46 bls cotton white—Mitsubishi Intern Corp. (23) 

204 ctns cotton—Haddad & Sons (23) 

35 bls cotton—V B Handal & Bros. (23) 

30 bls cotton—European Linen Import Co, Toronto. (23) 
20 ctns fancy—Haddad & Sons. (23) 

120 ctns cotton—Haddad & Sons. (23) 

16 cs cotton—Amer General Supply of Canada, Montreal. (19-D) 


PLASTIC BRAIDS—JAPAN 
40 cs—E C Shatilla & Sons, Montreal. (1-B) 
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POPLINS—JAPAN 
2 bls gray—Nichiman Co. (23) 
48 bls gray—Nichiman Co. (23) 
SCARFS—JAPAN 
13 ctns—Reliance Intercontinental Corp (19-G) 


SHIRTING—-J APAN 


23 bls white cotton bleached—Fantasy Lingerie Ltd, Toronto. (23) 


TABLECLOTHS—-JAPAN 


30 es etn & rayon—Canadian Curtain & Fancy Linen Corp (57—-E) 
26 cs ctn & rayon dobby cloth sets—Overseas Textiles Ltd (57-E) 
7 cs ctn & rayon damask sets—A S Herrmann, Montreal (57—E) 
3 es ctn table centers—Bushman Bros (57-G) 

1 bale ctn and spun rayon mixed dobby—NY Mdse Co. (50-F) 
67 cs damask—Kanematsu NY Ine. (50) 

35 es damask—Mamiye Bros. (50) 

37 bis ctn and rayon satin stripe dobby—Mamiye Bros. (50) 

62 cs—G E Bardwil. (50) 

11 es etn and rayon damask—C Itoh & Co. (50) 

10 bls spun rayon dobby—Safdie & Co, Montreal. (23) 

5 es cotton & rayon mixed sets—The Overseas Textiles Ltd., Montreal. (23) 
5 es cotton & rayon damask—C Itch & Co. (23) 

31 ctns ptd cotton—Haddad & Sons. (23) 

8 es ctn & rayon damask—M Hidary. (23) 

7 cs damask—Kanematsu NY Ine. (23) 


TAPESTRIES—MADEIRA 
1 cse—J Dritz & Sons. (31—A) 


TAPESTRY—BELGIUM 
1 bale cotton jacquard—R H Macy. (6-B) 


TEXTILES—JAPAN 


3 es dlies (120,000 pes)—Ideal Shirt Co. (23-B) 
5 es—Nichimen Co. (23) 

10 etns—Betsy Ross Needlework Ine. (23) 

59 bls—Bunge Corp. (23) 

19 es—Nichimen Co. (23) 

13 bls quilted—Products Ltd, Montreal. (23) 

12 bls—Nichimen Co. (23) 

17 bis, 8 es—Nichimen Co. (23) 

7 bls—Nichimen Co. (23) 


TOWELS—JAPAN 


20 bls ctn terry—A Schachter, Montreal (57-E) 
6 bis cotton jacquard—Haiat Trdg Co, Montreal. (19-D) 


TOYO CLOTH—JAPAN 
8 es—A D Cohen (57-F) 
4 cs—Smolowitz & Benkel. (50) 
5 es—Lazerson Bros. (50) 
10 cs—H N Flaum. (50) 
4ecs—L & L Trdg Co. (50) 
7 cs—Citron & Slatin (1-J) 


TOYO PAPER CLOTH—JAPAN 


20 es—Citron & Slatin. (50) 
9 es—Haar Trdg Co. (23) 
10 cs—H N Flaum, (19-D) 
4 cs—Emmet I Poons (1) 
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VELVETEENS—JAPAN 


12 es cotton dyed—-Concord Textile Co. (50) 
13 es cotton dyed—Luber Textile Inc, Montreal. (50) 
4 cs dyed cotton—Wasserstein Bros. (23) 

Senator Bennerr (now presiding). Thank you, Mr. Bell. 

When must you leave to catch your plane? 

Mr. Bex. Well, I have about 15 minutes. 

Senator Bennerr. Thank you. 

Senator Millikin, any questions? 

Senator Minin. No, sir. 

Senator Bennerr. Senator Martin? 

Senator Martin. No,sir. He has got to get away. 

Senator Matone. I think very little questioning is necessary from 
this witness. 

All you are asking for is a fair and competitive basis to compete in 
your own market, isn’t that about it? 

Mr. Betx. Our industry is probably the most competitive in the 
Nation, Senator. And we have never asked for anything except a 
fair basis. 

Senator Manone. In other words, you never complain about domes- 
tic competition, no matter how tough it gets? 

Mr. Betz. No, we are all under the same rules, sir. 

Senator Martone. That is right. You pay the same wages and taxes 
and have the same cost of doing business—— 

Mr. Bei. The wages vary, but we are under the same Federal 
statutes. 

Senator Marong. You are operating under the same rules? 

Mr. Bexu. Yes. 

Senator Martone. All you ask for is a fair and reasonable basis of 
competition with foreign industry, just as it looked like you were 
going to have in the 1936 act under section 336. 

I did want to ask you, what are the Japanese wages? You must 
have read it, but I missed it. 

Mr. Be.x. Between 13 and 14 cents an hour. 

Senator Martone. As against $1.25 in your business? 

Mr. Beii. Averaging $1.25. Those are approximate figures. 

Senator Matonr. I think you mentioned one very important factor 
or two. Wesort of take it for granted that when anything is imported 
here that it has some kind of a trade-mark on it, and you can always 
identify it. But as a matter of fact you have brought it out here that 
even in your goods, your goods lose their identity when they come here 
as gray goods and then are worked into fabrics and put into the trade, 
whether you export them or whether you utilize them in America. 

Mr. Berti. That is on the fabrics that come here. Of course, the 
parts, the garments, and the made-up sheets and pillowcases, all are 
required to have Japanese labels on them. 

" Bananas Mavone. Yes, but if they come in as gray goods, that could 


be a considerable amount of goods, couldn’t it? 

Mr. Betx. Yes. I point out, gray s, plain cloth, have 83 threads 
to the inch in the warp, and 80 threads to the inch in the fill, 39 inches 
wide, and weighs 4 yards to the pound, which is the 80 square construc- 
tion that I referred to. It is just like sugar bought by a refinery, they 
can buy American goods, or they can buy Japanese goods, but after 
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they have finished with them, those goods become American goods to 
all intents and purposes. 

Senator Matone. It would be just like minerals going into a ma- 
chine. 

Mr. Bett. That is right. And that is the reason the small volume 
can have such a terrific effect on the prices in the market. 

Senator Matonr. There is another point that you made very clear 
which I think generally is misunderstood. 

Let us say that we import 1 percent—we have had evidence to that 
effect here—isn’t it possible for 1 or or 2 percent to break a market ? 

Mr. Bexu, That is just what I said, that small quantities of these 
goods can infiltrate the market—they would have different effects on 
different oceasions, but conceivably they could narrow the market 
down so that the prices on a large volume of goods would not be 
profitable, that is correct. 

Senator Matong. And regardless of how small an amount comes 
in, if it had that impact on the market, then it is putting a local mill 
under the gun and very likely out of business if it is kept up 
indefinitely. 

Mr. Bewy. The potentialities are difficult to face. 

Senator Matonr. Then I was interested in what you said, that you 
have already practically abandoned the low-price field. 

Mr. Betz. That is in certain areas. 

Senator Matone. Certain areas, yes. 

Mr. Betz. And you might remember also that these various areas 
are not included in the figures that are usually quoted as countable 
cotton cloth, because they come under entirely different paragraphs in 
the Cotton Act. 

Let’s say velveteens, for example, are an important product in this 
country, and they are important imports, and they are not included 
in the figures that are given on the countable cloths. Neither, of 
course, are any of the apparel or manufactured goods, or even certain 
categories that come in Just for waterproof skirts, 

Senator Matone. You understand that if we do not extend this 
act that these trick organizations scattered around the world—the 
United Nations just organized another world organization the other 
day—and GATT, the mee Agreements on the Tariffs and Trade 
and the International Materials Conference created by the State De- 
partment; and I see another one here was organized, which may be 
GATT under another name. The Washington Post on page 4 today 
describes this new world organization to carry out our foreign 
economic program. 

But if we do not extend this act, all these trick organizations fall on 
their face, and we go back to the 1930 Tariff Act, and any products 
that are not now currently under a trade-agreements program, you 
understand, revert to the Tariff Commission after June 12. 

Mr. Betz. Well, your trade agreements, I understand, would con- 
tinue, would they not? 

Senator Maitong. They would continue. I was coming to that next. 
They would continue until such time as the President of the United 
States might serve notice on the countries with which such agreements 
were made, and then they would revert within a specified time. 

Mr. Bexu. Yes. 
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Senator Martone. Then this would be the first move to revert to the 
principle that you are apparently supporting, and that is a basis of 
fair and reasonable competition where you would have equal access 
to your own market as against foreign products ? 

Mr. Bet. We believe the original theory of the Reciprocal Trade 
Agreements Act has been distorted considerably in recent years so 
that it is now—and most of the recent measures seem to have the 
whole idea of expanding markets in this country for producers abroad 
and not the basic 

Senator Martone. I agree with you that the American public was 
misled on it. But I do not agree with you that it was not intended 
in the beginning by the people who first foisted it on the American 
public. There is no question but what you are right at the present 
time because only a few days ago Secretary Dulles testified to the 
fact that naturally it was going to do injury to certain industries here 
but if you will try to prevent injury in every case that the act—his 
own language—the act becomes automatically unworkable. 

So there is no question then, about what the objective is now, and 
it becomes academic as to what it was in the beginning. So if it is 
allowed to expire, you are on the way back to your principle that you 
have advocated and that is a fair and reasonable competitive basis 
for your own product, isn’t that true? 

Mr. Bexu. Yes. 

Senator Martone. That’s all. 

Senator Miurcrn. Assuming the Trade Agreements Act is ex- 
tended, if the principle of no injury to American industry is retained, 
that meets with your objective, doesn’t it? 

Mr. Bet. It depends on who determines it. 

Senator Mruir«rn. If you did not have the principle in the Recip- 
rocal Trade Act you would have to go back to some other principle? 

Mr. Bett. We have become somewhat sour on the Reciprocal Trade 
principle. 

; Senator Mixirzrn. I am not doubting that. 

Mr. Bet. I don’t know as far as this country’s domestic interests 
are concerned, I think it would be just as well to let it die. 

Senator Mrmurr. I am asking you whether if the no-injury test 
were applied in good faith whether that would meet your objectives? 

Mr. Bex. It would be a great deal better than what we have. 

Senator Mitur«1n. If the principle is properly applied, it means 
you have fair and reasonable competition. _ 

Mr. Betz. That is right. 

Senator MitirK1n. It keeps an article from coming in here without 
restriction if it has a very low cost quotient which may endanger our 
labor standards, because if you let that come in, it will injure you and 
if you administer the act so there is no injury, that answers that ques- 
tion, does it not? 

Mr. Bex. Yes, sir. 

Senator Mruurxr1n. Thank you very much. 

Senator Bennerr. Thank you very much. 

Senator Martone. I would like to ask one more question, Mr. 
Chairman. 

The way the act is written and the way that it has always been 
written there is a continual threat to business in that at any time 
the Executive can, through the State Department, make an agreement 
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with another nation that further lowers the tariff and protection. 
The way it is written now in the escape clause, you must show serious 
injury in order to escape and the record is that almost nobody escapes. 

Once or twice that has happened but generally speaking there is no 
escape anyhow. But in any case you must show serious injury. I ask 
you as a businessman, how long can businesses last with that con- 
tinuing threat over their heads of undergoing a further reduction of 
the tariffs without due warning if this GATT at Geneva, and other 
organizations that are being organized to handle trade throughout 
the world keep up? And is it not generally true that it takes a year 
or two, or maybe longer, for a serious injury and when you have had 
the serious injury you are just about finished. 

In other words your confidence at the banks and the loaning agency 
is gone. How long can a business exist with that thing hanging over 
its heads? 

Mr. Betz. In other words you recognize the fact that the escape 
clause is a remedial and is not a preventive type of legislation ? 

Senator Matong. Of course it is. 

Mr. Bex. It is remedial. When you get to the point where you 
have a good enough case to invoke an escape clause you are pretty 
near on the road to death. 

Senator Miturqrn. Mr. Chairman 

Senator Bennerr. Senator Millikin. 

Senator Mitrrx1n. No matter what your system may be it has tests 
in it and it takes time to develop those tests. There are tests under the 
act of 1930, you would have the same delay in hearings; the same 
length of time to determine facts. You are jittery until you get the 
answer and you continue jittery if you don’t get the right answer, but 
there is no magic way of escaping the time lost in reaching determi- 
nations, so the question is not saving time. You lose time any route 
you go, but if you have the injury test or a fair and equal competition 
test, or you have fair and equal labor standards test, somebody has to 
decide them. 

Somebody has to decide them and they may decide them wrong. 
The President under the 1930 act has the final determination as to 
whether the facts or factors in that act are properly determined by the 
Tariff Commission, 

There is an enormous amount of difference of opinion when it comes 
to the question of what are the foreign costs. You have all the ques- 
tions of subsidies. You have all the questions of State intervention. 
I don’t believe that any two minds could agree precisely on the exact 
rules. So I am merely suggesting to you that no matter what the 
test, you have human elements that have to determine it. 

They may determine it right or wrong or be half right or half 
wrong. 

Whatever they determine there would be points of difference about 
it and it would take time. 

In my judgment, I want to suggest that you will have an extension 
of the reciprocal trade agreement. There may be some alterations 
in it. But you will have an extension. From my viewpoint I think 
those who hope to do away with the system entirely will be severely 
disappointed. 

Senator Matone. Can I ask one more question ? 
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Senator Bennerr. I am watching the clock. He has a plane to 
catch and he is 214 minutes past his Seadlina, 

Senator Matone. I want to ask one more question. I think it is 
important. 

Senator Bennerr. All right. 

Senator Matong. There was one principle set down by Congress 
in the 1930 Tariff Act and that is determining the difference in cost 
on the basis of fair and reasonable competition. 

Naturally there is some difficulty in determining that difference 
but we have the landed declared customs cost. 

We have the offered for sale price. But in this new act, 1934, where 
we changed the complete system by including international political 
factors and by measuring various industries in this country where any 
factor can be considered. Which would you consider as fairest to in- 
dustry, the 1930 principle of fair and reasonable competition or the 
1934 principle where any factor can be and is considered, as Mr. 
Dulles explained. 

Mr. Betx. I think of the two, the industry could work better under 
the 1930 act, but you have to remember that even the increases that 
were made by President Roosevelt in the tariff rates on these imported 
commodities at that time—on some bleach goods and colored goods— 
cid not stop the importation and it was not until the war came on that 
that problem was solved for the industry because the goods continued 
to come in here over the increased rates and I doubt if they could 
ever write a tariff that would really be high enough to compensate for 
the wide discrepancies between our American costs and the Japanese 
costs. 

Senator Bennerr. Thank you very much. 

Mr. Bell, we appreciate your coming. We hope your plane is 5 
minutes late. 

Mr. Bett. Thank you very much. 

Senator Bennerr. Is Mr. Howard Richmond in the room ? 

Mr. Ricumonp. I am. 

Senator Martin. Mr. Chairman, I wonder if I may have a matter 
inserted in the record ¢ 

Senator Bennerr. Yes. 

Senator Martin. Mr. Chairman, you will recall the other day when 
when we had Hon. Thomas Kennedy, vice president of the United 
Mine Workers of the United States and a former lieutenant governor 
of Pennsylvania, we asked him the question if he could furnish us the 
cost of coal in Great Britain and cost in the eastern States of the 
United States. 

Mr. Kennedy has sent me a letter and attached to it is this informa- 
tion and I would like for it to be inserted along with Mr. Kennedy’s 
testimony. 

Senator Bennerr. Without objection, it will be inserted in the rec- 
ord at the end of Mr. Kennedy’s statement. 

Senator Martin. Mr. Chairman, Hon. David Williams of Pennsy]- 
vania, who now is a representative of Pennsylvania Employers Wage 
Earners Job Protection Association who is a former outstanding labor 
leader of Pennsylvania, has submitted to me—and I am not sure 
whether this will be a duplication or not, because what I wanted to 
get was the apparel imported from Japan because we discussed that 
quite at length this morning. 
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If that is already inserted 

Senator Bennert. I have here the complete copy of the Import Bul- 
letin which was inserted by Mr. Bell. I think I can identify 

uickl 

7 Senator Martin. This is the Japanese end of it. I don’t want us to 
duplicate it but I think it is important to have it in because we dis- 
cussed that at quite some length this ree 

Senator Bennerr. The material has already been inserted. 

Senator Martin. That is all right, then. 

Senator Bennett. Material in addition to that has already been 
inserted. 

Are there any other questions, before Mr. Richmond proceeds? 

All right, Mr. Richmond, you may proceed. 


STATEMENT OF HOWARD RICHMOND, CHAIRMAN TARIFF 
COMMITTEE OF THE VELVETEEN INDUSTRY 


Mr. Ricumonp. I appreciate very much the opportunity of appear- 
ing before this committee today. 

My name is Howard Richmond. I am appearing here today in be- 
half of the American velveteen industry. I am vice president of 
Crompton Co. with four wholly owned manufacturing subsidiaries in 
the States of Georgia, Virginia, and Arkansas. Crompton Highland 
Mills in Griffin, Ga., employs a substantial number of skilled workers 
engaged in weaving velveteens while Crompton Shenandoah Co. in 
Waynesboro, Va., employs a significant number of highly skilled work- 
ers engaged in processing, dyeing, and finishing of velveteens for our 
company. 

After considerable study based on practical experience, we are pro- 
posing a new, fresh, constructive approach to an exceedingly contro- 
versial subject. But first a brief description of our industry, the prob- 
lems it is facing, and the injury it is suffering as a result of foreign 
competition brought about by the reciprocal trade agreements 
program. 

The velveteen industry is a small, highly specialized segment of 
the cotton textile industry. Merrimack Manufacturing Co., A. D. 
Juilliard & Co., Inc., and Crompton Co., all engaged in the manufac- 
ture of velveteens continuously since before the turn of the century, 
today account for practically all the domestic velveteen industry except 
for some gray ds purchased from other cotton mills. There are 
6 individual mills located in 6 States, in the South and the North, in- 
volved in the industry employing about 1,000 highly skilled workers, 
averaging about $1.40 per hour, with an annual payroll approaching 
$3 million, and consuming about 6,300 bales of American high-grade 
long-staple cotton soaibali 


Velveteens are unique in the cotton textile industry because more 
labor is required than in any other textile we know of. Because of 
the exceedingly high-pick constructions, the weaving rate is very slow. 
The cutting, dyeing, and finishing are extremely slow and tedious 
requiring a large amount of highly skilled labor and much specialized 
equipment. As a result, the capital invested by the industry is large 
in proportion to its capaci 


ity. ; 
datodineiad are divided into plainbacks and 


For tariff oo 
of which are covered by paragraph 909 of the Tariff 


twillbacks, bot 
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Act of 1930. Both types are made on the same equipment and employ 
the same skills. Twillbacks are the more expensive types used in all 
kinds of children’s, girls’, and women’s ready-to-wear where fastness 
of pile is of prime importance for durability. Plainbacks are the 
cheaper constructions used primarily for box linings, display pur- 
poses, and trimmings on apparel where fastness of pile is not impor- 
tant. 

The duty on plainbacks has been reduced 50 percent since 1930. The 
duty on twillbacks has been reduced 64 percent since 1930. Further- 
more, during the years 1951 through 1954 when the 1214 percent ad 
valorem rate on waterproof cloth under paragraph 907 applied to all 
velveteens, the reduction amounted to 80 percent. 

Senator Mruirx1n. Where did your competition come from? 

Mr. Ricumonp. From Italy and Japan. 

Senator Miuirxrn. Which provides the bulk? 

Mr. Ricumonp. Today, Japanese is about 60 to 70 percent of the 
Italian competition, but they are driving the Italians right out of this 
market because of their lower costs. 

As a result of these reductions, our industry has been severely in- 
jured. Since 1949, imports have increased from 2 million to 5 million 
yards in 1954, an increase of 250 percent. Domestic production has 
dropped from 714 million in 1951 to 514 million yards in 1954, a de- 
crease of 27 percent. Since 1949 the industry has had a progressively 
smaller share of the American market with about 50 percent now in 
the hands of the Japanese and to a lesser extent the Italians. 

Senator Bennerr. The 50 percent includes both the Italian—Jap- 
anese yardage ? 

Mr. Ricumonp. Yes, sir. American producers have been forced to 
discontinue entirely the production of low grade plainback velveteens 
because of low-price Japanese competition. American selling prices 
have been forced downward by an average of 221% percent in the last 
3 years. But today the Japanese are still underselling us by 25 per- 
cent. Employment has declined 37 percent in the last 3 years. There 
is much specialized equipment idle. Those are the hard, cold facts 
that are well known to the Tariff Commission and the Committee for 
Reciprocity Information. 

What have we done about it? 

Under the present law and the proposed H. R. 1, what can we do 
about it ? 

At every opportunity before every tariff reduction, we appeared 
before the proper governmental authority and pleaded against re- 
ductions because of our inability to compete with European and 
to a much larger extent Japanese competition. Our warnings were 
not heeded. Velveteens are on the list of items to be negotiated in 
the current trade agreements with Japan. In December 1954 we 
had our first opportunity to appear before the Tariff Commission 
under the peril-point provision of the law. We have requested a 
finding of injury requiring a modest increase in rates affecting the 
lower valuations only. We have urged the Committee for Reciproc- 
ity Information to recommend to the President such an increase 
in rates because of injury that already exists. If granted, such an 
increase would not prove restrictive to our foreign trade because the 
Japanese would still be able to undersell us by about 15 percent while 
the rates on European imports would not be affected. We lies strug- 
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gled for 3 years to get clarifying legislation or an administrative 
ruling so that velveteen imports would pay the proper rate of duty 
under paragraph 909 rather than being permitted to come in under 
the guise of waterproof cloth at a lower rate of duty. Here we were 
successful. The Treasury Department has issued T. D. 53630 dated 
October 12, 1954, effective January 14, 1955, which is expected will 
overcome this injustice. Our attorneys are right now preparing our 
case for an escape-clause application. 

There is nothing written or implied in the Trade Agreements Act 
of 1934, as amended, and extended that prohibits increasing tariff 
rates in trade-agreement negotiations. In fact just the contrary is 
expressly provided by limiting the President’s power to increase 
rates no more than 50 percent over those in effect January 1, 1945. 
Furthermore, the peril-point provision requires a finding by the Tar- 
iff Commission of a higher rate if injury already exists. Yet it is 
improbable that the practical workings of the peril-point provision 
can aid us now. The escape clause provides the mechanics for relief 
but the chances of relief under the practical application of this so- 
called safeguard are remote to say the least. 

This is a very brief description of our industry, the predicament 
it finds itself in and the efforts we have made to get relief. We are 
a small industry. We have been forced to go to great expense of time 
and money over the years to try to save ourselves. We have tried 
always to understand the law and its administration, to stay within 
our rights, to ask for no special favors, and above all, to be coopera- 
tive and constructive wherever we had the opportunity. We can’t 
continue to exist under the present conditions. Yet we are frus- 
trated. We see no relief in sight under the present law or under 
H. R. 1. 

I request permission to submit for the record copies of our briefs to 
the Tariff Commission and Committee for Reciprocity Information 
dated December 3, 1954, copies of our oral testimonies to these two 
authorities of December 21, 1954, and copy of letter dated February 
8, 1955, from Edgar B. Brossard, Chairman, United States Tariff 
Commission to the Honorable Burr F. Harrison of Virginia with 
respect to our predictament. These will very fully give you sub- 
stantiating data. 

Senator Bennerr. Mr. Richmond, were those documents submitted 
to the House? 

Mr. Ricumonp. No, sir. 

Senator Bennetr. We will be very happy to accept them for the 
record here unless there is objection. 

(The document referred to is as follows:) 


Brier FoR Unirep States TArtrrF COMMISSION FRoM DOMESTIC VELVETEEN 
MANUFACTURERS 
DECEMBER 3, 1954. 
SECRETARY, 
United States Tariff Commission, 
Washington 25, D. C. 


Dear Sr: The Interdepartmental Committee on Trade Agreements has issued 
formal notice of the intention of the United States Government to participate 
in reciprocal tariff negotiations involving Japan in a conference to be convened 
next February in Geneva. In the President’s list of articles imported into the 
United States, proposed for consideration in trade-agreement negotiations with 
Japan and other countries, there is: 
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“SCHEDULE 9. COTTON MANUFACTURES 
® 


“Par. 909: Pile fabrics (not including pile ribbons), cut or uncut, whether or 
not the pile covers the entire surface, wholly or in chief value of cotton, if 
velveteens.” 

Pursuant to section 3 of the Trade Agreements Extension Act of 1951, as 
amended, and under the authority of section 332 of the Tariff Act of 1930, the 
United States Tariff Commission has instituted an investigation with respect 
to the articles included in the President’s list. 

The Commission is directed to report to the President “the findings of the 
Commission with respect to each such article as to (1) the limit to which such 
modification, etc. * * * may be extended in order to carry out the purpose of 
such section 350 without causing or threatening serious injury to the domestic 
industry producing like or directly competitive articles; and (2) if increases 
in duties or additional import restrictions are required to avoid serious injury 
to the domestic industry producing like or directly competitive articles the 
minimum increases in duties or additional import restrictions required.” 

This brief in behalf of the domestic velveteen industry intends to show that 
serious injury brought about by foreign imports already exists in the velveteen 
industry and that a moderate increase in duty applicable only to the lower 
valuations of velveteen imports is necessary to avoid still further serious injury 
to the industry. 


BACKGROUND OF VELVETEEN INDUSTRY 


The individual members of the velveteen industry are listed herewith and 

represented by this brief: 

Crompton Co., West Warwick, R. I. 
Crompton Richmond Co., Inc., New York, N. Y. 
Crompton Shenandoah Co., Inc., Waynesboro, Va. 
Crompton Highland Mills, Inc., Griffin, Ga. 
Arkansas Cotton Mills, Inc., Morrilton, Ark. 

Deering Milliken & Co., Inc., New York, N. Y. 
Drayton Mills, Spartanburg, S. C. 

A. D. Juilliard & Co., Inc., New York, N. Y. 
New York Mills Division, New York Mills, N. Y. 
Brookford Mills Division, Brookford, N. C. 
Aragon Mills Division, Aragon, Ga, 

Merrimack Manufacturing Co., Inc., New York, N. Y. 
Mills, Lowell, Mass. 

Attached hereto are three tabluations which tell the history of domestic produc- 
tion and sales of velveteens for the years 1928 through the first 9 months of 1954. 
Appendix la shows the production and sales of twillback velveteens. Appendix 
1b shows the production and sales of plainback velveteens. Appendix 1c shows 
the total of both twillback and plainback velveteens, production, and sales. 

Both twillback and plainback velveteens are all cotton filling pile fabrics and 
are classified under paragraph 909, schedule 9, of the Tariff Act of 1930. They 
are both made on exactly the same equipment and employ the same skills. The 
only difference is in the weaving construction, type of yarns used, and grade and 
staple of cotton employed. Twillbacks are the more expensive types used in all 
kinds of children’s, girls’, and women’s ready-to-wear, where fastness of pile is 
of prime importance for durability. Plainbacks are the cheaper constructions 
used primarily for industrial purposes and for trimmings where fastness of 
pile is not important. 

The manufacture of velveteens is unique in the cotton-textile industry because 
more labor is required than in any other textiles we know. Velveteens are all very 
high pick constructions, with twillbacks averaging over 300 picks per inch com- 
pared with 40 to 80 picks per inch for the average cotton fabrics. The resultant 
weaving rate is very slow. The cutting of velveteens to form the pile is extremely 
slow and tedious requiring great skill on the part of the operator at a very slow 
rate of production. After cutting, then begins a long series of individual 
operations required to impart the necessary color, finish, hand and bloom to the 
fabric. All these require a large amount of additional labor. We estimate it 
takes 4 months to manufacture velveteens from opening the bale of cotton to 
delivery of the finished goods. As a result, the capital invested by the industry is 
exceedingly large to cover plant, equipment, and inventories. 

At present the industry employs about 949 men and women in the manufacture 
of velveteen, of whom approximately 51 percent are skilled, 32 percent semiskilled, 
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and 17 percent unskilled. This compared with 23 percent skilled, 56 percent 
semiskilled, and 21 percent unskilled in the cotton-textile industry as a whole. 

For 1954 our payrool will amount to approximately $2,600,000, the average 
hourly rate per employee being $1.3842 as compared with $1.30 for the cotton- 
textile industry as a whole. 

The industry is consuming cottons at the annual rate of 6,300 bales for which 
we are paying the cotton farmers over $1,250,000. As of June 30, 1954, we were 
operating 1,190 looms, an average of 91 hours per week. 


TARIFF AND IMPORT HISTORY 


Below we are showing tariff rates on velveteens, under paragraph 909 in effect 
in 1930 and all subsequent reductions. Also is shown rates in effect on water- 
proof cloth wholly or in chief value of cotton under paragraph 907. The rates 
in effect on January 1, 1945, are shown. 


7 SE Twill back Paragraph 907: 
, | wholly or in c! 
plain back oe 65 aa value of cotton 


| 


Percent Percent 
6214 
144 144 
44 3374) 
3114) 25 cents not less than 25 percent or | 
more than 44 percent.‘ 
3144| 25 cents not less than 2244 percent 
or more than 44 percent. 
Jan. 1, 1945 31% 44 3744) 





1 Treasury decision under par. 336, July 24, 1933. 
2 Trade agreement with Belgium, 1935. 

3’ Trade agreement with United Kingdom, 1939. 
‘ Trade agreement at Geneva, 1948. 

5 Trade agreement at Torquay, 1951. 


Attached hereto as appendix 2 is shown the imports of velveteens from 1928 
through the first 9 months of 1954. 

Prior to 1933 importations were primarily from Germany and United King- 
dom, mostly the more expensive twillbacks. As a result of an investigation by 
the Tariff Commission the rates were reduced in 1933 under section 336 as shown 
above. This survey on cost of manufacture took into consideration the chief 
competing countries, Germany and United Kingdom. However, the reduction 
did not benefit these countries. Imports of velveteens from these two countries 
were never a factor after 1933. The Japanese took advantage of these reduc- 
tions and almost immediately captured the American import market concen- 
trating mostly on the cheaper plainbacks. Japanese imports reached a fantastic 
peak of over 5 million square yards in 1936, in a period of only 3 years. 

The American manufacturers in 1936 tricd unsuccessfully to have the rates 
restored to the 1930 level under section 336 of the Tariff Act. In desperation 
and with the Government’s knowledge, they entered into an agreement with the 
Japanese exporters in 1937 in an attempt to limit the quantity of imports. This 
agreement was not lived up to and later became academic because of objections 
by the Justice Department. During this time and until World War II, imports 
from Japan continued to enter the country in very large quantities. They were 
mostly plainbacks at very low prices against which the domestic producers could 
not hope to compete. 

From 1933 to 1989 imports of twillbacks were small, both relatively and actu- 
ally. Over the industry’s objection, the rate on twillback velveteens valued at 
over 65 cents per square yard was reduced from 44 percent to 3744 percent in the 
trade agreement with United Kingdom in 1939. On the surface this looked like 
a harmless reduction. Because there was only a short time before World War II, , 
this reduction could not benefit the European producers, and the Japanese were 
not making twillbacks of suitable quality to be accepted in this market. Of 
course, all importations of velveteens practically stopped during the war._But | 
the stage was now set for further reductions negotiated at Geneva in 1948 that 
completely upset the domestic industry and the American market. The industry 
pleaded that no reductions be made at Geneva until we could see what effect the 
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reduction of 1939 would have with the world textile industry only then recover- 
ing from the ravages of war. Nevertheless, the negotiators at Geneva agreed 
to the following change: 

The rate on twillback velveteens was reduced to 25 cents per square yard but 
not less than 25 percent or more than’44 percent ad valorem. Here was an appar- 
ent attempt to hold the higher rate of 44 percent in the very low valuations but 
make a further reduction on the higher valuations. Actually this left the 44 per- 
cent ad valorem only up to 55 cents. From 55 cents to $1 in value, the rate dropped 
to 25 percent which applied on all higher values. At that time twillback velveteens 
were being offered at about $0.90 in Japan and about $1.40 in Italy. Therefore, 
the protection was reduced to 27.7 percent on $0.90 Japanese twillbacks and to 
25 percent on $1.40 Italian twillbacks. This permitted Italian twills to be 
brought in at prices that could compete with domestic twills. Japanese twills 
could drastically undersell domestic and Italian twills in the American market 
but because their quality was not suitable, the Japanese twills did not come in 
in great volume until a few years later when improvement had been made in 
quality. 

Again in 1951, the negotiators at Torquay, in spite of all the cooperation the 
industry gave the Committee on Reciprocity Information, agreed on the following 
change: The rate on twillback velveteens was reduced to 25 cents per square yard 
but not less than 2244 percent or more than 44 percent ad valorem. The negotia- 
tions took place with Itay and affected valuations of $1.20 per yard and higher 
with a reduction of 24% percent which was not too drastic. 

At both Geneva in 1948 and Torquay in 1951, plainback velveteens were not on 
the list of those items to be negotiated. This was probably because very large 
imports of plainbacks from Japan had come in just before the war and were then 
increasing in volume at the rate in effect of 3144 percent. 

Undoubtedly the Government felt that the velveteen industry had been fairly 
treated in the reductions made in 1933, 1939, 1948, and 1951. 

But then the unexpected happened. 

At Geneva in 1948, the rate on waterproof cloth, wholly or in chief value 
of cotton, under paragraph 907 was reduced to 124% percent. Originally in 1930 
this rate was 40 percent. It was reduced to 30 percent in 1935, to 25 percent 
in 19839 and then cut in half to 12% percent in 1948. Prior to 1948, there were 
only relatively small quantities of waterproof cotton fabrics brought in under 
paragraph 907, and these were mostly specially treated fabrics made in United 
Kingdom for raincoats. Treasury Decision No. 47792 in 1935, based on a decision 
of the United States Customs Court in the case of C. A. Auffmordt €& Co. v. 
The United States, ruled that water repellent fabrics are considered water- 
proof fabrics for tariff purposes. Practically all cotton fabrics, including velve- 
teens, can be made water repellent, at very small added cost, permitting these to 
pass the so-called cup test used since 1935 in determining whether a cloth is 
waterproof for tariff purposes. There was no incentive for an importer to spend 
the extra cent or two in having cotton fabrics made water repellent, unless of 
course the end use made it necessary, until the rate was cut in half to 1244 per- 
cent in 1948. This made a saving in duty of 18% percent on plainbacks and at 
least 10 percent after 1951 in twillbacks. Beginning in 1951, velveteens, both 
twills and plains started coming in under paragraph 907 at 1214 percent. By 
1953, practically all velveteens were so classed. On appendix 2, imports under 
paragraph 907 from Italy and Japan are shown. We have reason to believe that 
practically all these were velveteens but the import statistics do not differentiate 
types of fabrics under this class. Below we show a summary of imports under 


paragraphs 909 and 907 (Italy and Japan only) for years 1951 through first 9 
months of 1954: 


Paragraph 907: 
P. Ih 909: Waterproof Total velveteen 
Velveteen cloth, Italy and imports 
Japan only 


32, 

246, 11 
2, 182, 
3, 285, 
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As a result of these reductions in duty, Italian twillback velveteens have 
been able to undersell the domestic competition items by 15 to 20 percent. 
The Japanese made great strides in improvement in quality and imports in- 
creased rapidly, being able to undersell the domestic competition items by 30 
percent. In the first 9 months of 1954 Japanese imports of velveteen exceeded 
the Italian imports by almost 100 percent. For the first 9 months of 1954, 
foreign imports of velveteen almost equaled the domestic production. Total 
imports for 1954 will approach 5 million yards. 

This alarming turn of events in a short 3-year period created chaotic market 
conditions with resultant lowered prices and shrunken profit margins. The 
domestic producers were forced to give up entirely the manufacture of low- 
grade plainback velveteens for industrial purposes, being forced to give up 
this market entirely to Japanese imports selling at prices more than 20 percent 
below cost. 

The domestic industry worked for over 2 years to get clarifying legislation 
passed by the Congress so that imports of velveteens and other cotton textiles 
would pay the regular rate of duty unless actually made waterproof rather 
than merely water repellent. This was not possible. However, the Treasury 
Department has issued T. D. 53630, dated October 12, 1954, effective January 
14, 1955, ruling that cloths which are not generally used in articles designed 
to afford protection against water to the extent expected in raincoats, ete., even 
when such cloths possess water-repelling characteristics, are not classifiable as 
waterproof cloth within the meaning of paragraph 907, Tariff Act of 1930. It 
is hoped and expected that the administration of this Treasury decision will 
correct an unforeseen inequity brought about by the reduction of duty with 
paragraph 907. 

There is a tremendous amount of velveteens clearing customs right now to 
beat the January 14 deadline. This, of course, was to be expected but will permit 
the importers to take advantage of the low rates in pricing their velveteens for 
the better part of 1955. 


INJURY TO VELVETEEN INDUSTRY 


It can be seen that all the reductions in rates that have been made on either 
plain or twillback velveteens under paragraph 909 were made either before 
Japanese velveteens were a factor or, after the Japanese were a factor, the 
reductions were made on the higher valuation of twillback only, thus presumably 
aiding the Japanese as little as possible. The results of the reduction in rates 
of waterproof cloth under paragraph 907 were unexpected. The result of all 
these reductions, however, have in fact aided the Japanese in taking over the 
biggest part of the imports of velveteen. We predict in another year or two 
Japan will control at least 90 percent of the imports of velveteens into this 
market. With such a large amount of labor required in manufacture, the coun- 
try with the lowest labor cost has a far greater advantage in total costs than 
in Other textiles. Japan has the productive capacity, improved quality now 
comparable and eompetitive, and by far the lowest cost in the world. The 
Italians cannot compete with them in this market. Therefore, the domestic 
industry directs your attention to the injury it has already suffered from Japa- 
nese imports of velveteens and the far more serious injury threatened from 
Japanese imports even at tariff rates now in effect under paragraph 909 that 
should apply after January 14, 1955. 

Below we are showing the average selling prices on terms of 7 percent 10 
days of domestic and imported velveteens during the past 3 years. 


Better grade twillback veleveteens 


Domestic 
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Low grade plainback velveteen 


Domestic Japanese 


On twill-backs it can be seen that Italian imports in 1951 through 1953 paying 
the current rate of duty under paragraph 909, 22% percent were well able to 
compete with the domestic product and maintain a large volume of exports to 
this country. With the advantage of the waterproof duty of 12% percent and 
with the added competition from Japan, the Italian imported twill-backs sold 
in this market at prices reduced 20-30 percent. Japanese imported twill-backs 
started entering in very large volume in early 1954 and were priced at 20-30 
pereent below the Italian product. The lower rate of duty merely served to 
depress market prices. Japanese twills because of lower prices started replacing 
the Italian import and still further depressed market prices. 

The situation on the low grade plain-back is even worse. Not only was the 
market price badly depressed but domestic producers were forced to give up 
production of this item and turn the market over to the Japanese. 

With the payment of proper duty rates on Japanese imports, the selling price 
will not be increased over 10 cents a yard on twill-backs and over 8 cents a yard 
on the low grade plain-backs. These slightly higher selling prices will not 
restrict these imports in the least. 

The Japanese now have the import market on plain-backs. They will retain 
it. Now that the Japanese are out for the import market on twill-backs, nothing 
will stop them taking it almost completely away from the Italians. 

Because the American producers can not hope to compete with the Japanese 
we are left that part of the market the Japanese do not want and we are forced 
to sell this reduced volume at unprofitable prices. 

Attached is appendix 83 which shows the total consumption of velveteens from 
domestie sales and imports covering the years 1928 through the first 9 months 
of 1954. Since 1948 the percentage of the total market held by the domestic 
producers has been steadily dropping. It is estimated that when the complete 
figures for 1954 are known, that it will not be much more than 40 percent for 
1954. 

We are convinced the same trend would have taken place and the same figures 
attained for 1954 if there had not been a lowered rate of duty that only really 
affected 1953 and 1954. The lower rate accomplished only one thing: it forced 
lower prices in the market reducing our profits to the vanishing point. 

If there is no change in rates under paragraph 909 and assuming the lower 
rates under paragraph 907 are not available, this is what will happen in the 
next year or two. 

(1) The Japanese will capture 90 percent of the import twill-back market. 

(2) They will export to this country as much as they see fit being able to sell 
readily at prices far below American costs. 

(3) There will be left to the American producers whatever is left by the 
Japanese of the market for twill-backs. 

(4) American selling prices will be held at levels of cost or below because of 
the far lower prices of the Japanese product. 

(5) The Japanese will keep for themselves the entire market for low grade 
plain-backs. 

(6) They will enter the better plain-back market when they see fit and again 
undersell the American producers. 

Without relief the American velveteen industry is doomed in the very near 
future. We have been predicting this since 1933 at every opportunity. What 
we predicted has come true. 

Not only has the velveteen industry already been seriously injured but is 
threatened with still further injury so serious as to threaten its complete de- 
struction. 

Therefore, the velveteen industry respectfully requests that the United States 
Tariff Commission as a result of its investigation find that increases in duties 


or additional import restrictions are required to avoid still further serious injury 
to the industry. 
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In a spirit of cooperation, the industry recommends for your consideration 
specific increases in rates on both plain-backs and twill-backs rather than import 
restrictions in the form of quotas or otherwise, because our only desire is to be 
able to compete on relatively even terms with foreign imports for the American 
mraket. We believe this can be accomplished by an upward adjustment in rates. 
We do not want to restrict or exclude foreign imports by quota. 


Plainback velveteen 


Proposed rate, par. 909—30 cents per 
Present Tae Oe > Percent | square yard, not less than 31.25 
percent, not more than 46 percent 


Duty and | Percent Duty and | Percent 
value ad valorem value ad valorem 
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The proposed rate affects values below $1. The higher values would not be 
affected because the minimum ad valorem would remain the same as now, 3144 
percent. The maximum ad valorem rate of 46 percent is a 50-percent increase 
over the present rate of 3114 percent and the rate in effect January 1, 1954, but 
applies only on values $0.60 or lower. The low grade plainback known as 3022 in 
Japan is selling in Japan for slightly less than 50 cents per yard. The proposed 
rate would increase the landed cost by less than 8 cents per'yard. American 
producers still could not compete but might be able to get a small share of the 
market at at least a break even price because the proximity to the market might 
justify the higher prices needed to meet costs. The better grade European 
plainbacks would be valued at about the $1 level. There would be no increase 
in rates on imports of this type. 


Twillback velweteens 


Proposed rate, par. 909—50 cents per 

Present rate, pe 909—25 cents per square yard on values less than 

square yard, not less than 22.50 $1.20: 35 cents per square yard on 

percent, not more than 44 per- values $1.20 and over; not less than 

cent 22.50 percent, not more than 56.25 
percent 


value valorem 


value valorem 
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The proposed rate affects values $1.40 and below. The higher valuations would 
not be affected because the minimum ad valorem would remain the same as now, 
22% percent. The maximum ad valorem rate of 56%4 percent is a 50-percent 
increase over the rate in effect January 1, 1945, and is only an increase of 12% 
percent over the maximum now in effect. Because the specific rate is doubled 
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on values less than $1.20 the increase varies from 12% percent to 25 percent ad 
valorem. At the present foreign value of about 90 cents for Japanese twillback 
velveteens, the landed cost would be increased by 20 cents per yard. The Ameri- 
ean producers would still not be able to compete but would be able to hold some 
of the American market at better prices or slightly better. The proposed rate 
would have little or no effect on imports from Italy now valued at around $1.40. 

If the Tariff Commission desires any further supporting data or other informa- 
tion, the industry will be happy to cooperate. 

The velveteen industry contends it already has been seriously injured by reduc- 
tions in tariff rates that have taken place since 1930. It contends that far more 
serious injury is threatened in the very immediate future. 

The velveteen industry requests that the Tariff Commission find that increases 
in duties are required to avoid further serious injury to the industry as set forth 
by law. 

It hopes that the proposed rates are acceptable to the Commission and will 
become a part of its finding. 

Respectfully submitted. 

Tarr COMMITTEE OF THE VELVETEEN INDUSTRY, 
BuRNET VALENTINE, 
A. D. Juilliard & Co., Inc. 
Byron Lee Woop, 
Merrimack Manufacturing Co., Inc. 


Howarp RICHMOND, 

Chairman, Crompton Co. 
Mr. Burnet Valentine, Mr. Byron Lee Wood, and Mr. Howard Richmond being 
duly sworn, depose and say that they constitute a committee for the domestic 
velveteen industry authorized to prepare and present this brief and that they 
further swear that the statements herein, inasmuch as they come from the 

industry, are true to the best of their knowledge and belief. 
Marre Cote, 
Notary Public in the State of New York. 


Commission expires March 30, 1955. 
AppEeNDIX 14.—Twillback velweteens—Domestic production and sales 
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AppEeNpIx 18.—Plainback velveteens—Domestic production and sales 





APPENDIX 1c.—Summary—T otal domestic production and sales or velweteens 


Source: Velveteen Industry Statistics. 
Source: Velveteen Industry Statistics. 
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ApPENDIx 3.—Total consumption of velveteens 
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! Source: Velveteen industry statistics. 


* Source: 1928-45 Foreign Commerce and Navigation Report; 1946-54 Census neat. No, FT-110. 
3 Including imports of waterproof cloth from Italy and Japan commodity No. 3971100. 


BRIEF FOR COMMITTEE FOR RECIPROCITY INFORMATION FROM DOMESTIC VELVETEEN 
MANFACTURERS, DeceEMBER 3, 1954 
DeEcEMBER 3, 1954. 
COMMITTEE FOR Reciprocity INFORMATION, 
Tariff Commission Building, Washington 25, D. C. 


GENTLEMEN : The Interdepartmental Committee on Trade Agreements has issued 
formal notice of the intentions of the United States Government to participate 
in reciprocal tariff negotiations involving Japan in a conference to be convened 
next February in Geneva. In the President’s list of articles imported into the 
United States, proposed for consideration in trade agreement negotiations with 
Japan and other countries, there is: 


“SCHEDULE 9. COTTON MANUFACTURES 


“Par. 909: Pile fabrics (not including pile ribbons), cut or uncut, whether or 
- the pile covers the entire surface, wholly or in chief value of cotton, if 
velveteens.” 

Pursuant to section 3 of the Trade Agreements Extension Act of 1951, as 
amended and under the authority of section 332 of the Tariff Act of 1930, the 
velveteen industry has presented to the United States Tariff Commission a brief 
with much supporting statistical data (1) contending that it already has been 
seriously injured by reductions in tariff rates that have taken place since 1930 
and that far more serious injury is threatened in the very immediate future; 
and (2) requesting a finding by the Tariff Commission that increases in duties 
are required to avoid further injury to the industry as set forth by law. 

Copy of this brief to the United States Tariff Commission dated December 3, 
1954, is attached hereto and made part of this brief as enclosure I. 

This brief in behalf of the domestic velveteen industry intends to show that 
(1) all reductions of tariff rates since 1930 already made on velveteens although 
originally intended as a concession to Buropean countries, have in fact benefited 
only Japan whose ever-increasing imports of velveteens are not only destroying 
the American industry but also driving out of this market European imports of 
velveteens; and (2) a modest increase in rates on the lower valuations of velve- 
teens would not restrict or exclude Japanese imports but would permit the 
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American producers and Buropean imports to compete for a fair share of the 
American market at fair prices. 

Furthermore, the domestic velveteen industry contends that section 350 (a) 
of the Trade Agreements Extension Act of 1934 as amended is not a one-way 
street in only reducing tariff rates for the purpose of promoting foreign trade as 
set forth therein, It believes that under the conditions that exist in the velveteen 
industry an increase in rates on the lower valuations of velvyeteens is not only 
called for under this section but would in effect promote the foreign trade of the 
United States without in any way penalizing European countries with whom all 
previous reductions were negotiated or Japan, with whom the impending trade 
agreements will be negotiated. 


BACKGROUND OF VELVETEEN INDUSTRY 


The individual members of the velveteen industry are listed herewith and 
represented by this brief : 
Crompton Co., West Warwick, R. I.: 
Crompton Richmond Co., Ine., New York, N. Y. 
Crompton Shenadandoah Co., Ine., Waynesboro, Va. 
Crompton Highland Mills, Inc., Griffin, Ga. 
Arkansas Cotton Mills, Inc., Morrilton, Ark. 
Deering Milliken & Co., Inc., New York, N. Y.: 
Drayton Mills, Spartanburg, S. C. 
A. D. Juilliard & Co., Ine., New York, N. Y.: 
New York Mills Division, New York Mills, N. Y. 
Brookford Mills Division, Brookford, N. C. 
Aragon Mills Division, Aragon, Ga. 
Merrimack Manufacturing Co., Inc., New York, N. Y. 
Mills, Lowell, Mass. 
Starting on page 2 of the enclosed brief to the Tariff Commission is set forth 
a brief description of the American Veiveteen Industry and should be sufficient 
for this brief without repetition. 


TARIFF AND IMPORT HISTORY 


The tariff and import history of the velveteen industry is clearly set forth at 
some length in the enclosed brief to the Tariff Commission starting on page 4. 

The reduction made under paragraph 336 in 1936 was made after a cost com- 
parison was made with English and German producers. At that time there 
were no Japanese imports. The European countries were not able to benefit 
by these reductions. But, Japan certainly did. Please refer to appendix 2 
of the Tariff Commission brief, Japanese imports soared to 5 million yards 
in 1936. 

The reductions made in the Trade Agreements with United Kingdom in 1939 
on twill-backs of over 65 cents in value could not be tested because of World 
War II and its aftermath. 

Without waiting to see whether further reductions on twill-back velveteens 
could be justified, another reduction was made on twill-backs in the Trade 
Agreement at Geneva in 1948. It was not until 1949 did Japan start exporting 
twill-back velveteens. Prior to that date Japanese exports of velveteens were 
almost wholly the cheaper lower grade plain-backs, the duty on which was cut 
in half in 1983. Therefore, the reductions on twill-back velveteens made in 
1933, 1939 and 1948 were made as concessions to European producers. The 
Japanese were not even in the picture. 

A further small reduction on twill-back velveteens made at Torquay in 1951 
only affected the higher valuations. At that time the negotiators were aware of 
the Japanese threat on twill-back velveteens and purposely avoided any reduc- 
tion at the Japanese value level. But the damage had already been done in 
1933, 1939, and 1948, 

The reduction made in 1948 at Geneva on waterproof cloth, wholly or in chief 
value of cotton, is explained at length in the enclosed brief starting on page 7. 
The effect of this reduction was unexpected but staggering to the industry. 
The chaotic market conditions resulting will not be described again in this brief. 
The industry is exceedingly grateful to the Treasury Department and Bureau 
of Customs for the clarifying decision (T. D. 53630 of October 12, 1954, effective 
January 14, 1955) which we hope and expect will result in importers paying 
regular and proper rates of duty on velveteens as of January 14, 1955. 
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As pointed out in our brief to the Tariff Commission starting on page 9, 
it is our firm conviction that the reductions made on velveteens under paragraph 
909 in 1933, 1939, 1948, and 1951 would have produced exactly the same results 
with respect to foreign competition even if the fiasco surrounding the waterproof 
cloth under paragraph 907 had not occurred. 

Therefore, we contend that the reductions made on velveteens under para- 
graph 909 since 1930 were aimed as concessions to European countries but ended 
up by benefiting only Japan. 

We are convinced that if the Japanese were exporting plain-back and twill- 
back velveteens in 1933 that the reductions made at that time and subsequently 
would not have been made. If it were not for the 8-year reprieve from 
Japanese competition that the American producers got because of World War II 
and its aftermath, it is most likely that we would have been destroyed 8 years 
ago because of the complete inability to compete with the Japanese at current 
cost levels and current rates of duty. 

If there is truth in this argument, and we know there is, isn’t it an obligation 
of this administration in conducting the forthcoming trade agreement negotia- 
tions with Japan to rectify damage that was inadvertently done to an industry 
through the operations of the flexible provision and the trade agreement amend- 
ments of the Tariff Act of 1930? 

The recommended increases in rates on both plain-back and twill-back velve- 
teens as outlined in the Tariff Commission brief starting on page 13, are suggested 
in a true sense of cooperation by the industry. They will not affect imports of 
plain-back and twill-back velveteens from European countries because the valua- 
tion at which these would be assessed have not been affected by the proposed 
increases. The increases are directed solely to Japanese exports. If they ap- 
plied now the Japanese would still be able to land both plain-back and twill-back 
velveteens in this market below American costs. We know they will still be able 
to undersell us. 

Therefore, we contend that a substantial part of the American market will still 
be served by Japanese imports. Such an increase would not restrict Japanese 
trade on velveteen with the United States. It would permit the Buropean im- 
ports to compete for a share of this market by at least partially compensating 
for the differences in cost of production in Japan and in the Buropean countries. 
Furthermore, such an increase would give the American producer a chance of 
obtaining profitable prices on that part of the market it is able to hold at prices 
that still must be higher than Japanese imports because of costs. 

What possibly could be gained by the Japanese by maintaining current rates 
or even inconceivably lowering rates on velveteens? They would not sell any 
more in this market than they would under proposed increased rates. They 
always will be able to undersell the American producer. The question is only 
by how much. This spread does not determine total volume. There are many 
other factors involved in the limited market for velveteens in this country. Style 
plays a big part. Without the active fashion promotion and advertising of the 
American industry how long would velveteens stay in style? Certainly the 
Japanese haven’t spent 1 cent on this in the past and won’t in the future. With- 
out style acceptance the total market shrinks. If the market shrinks, Japanese 
exports shrink. Without a healthy prosperous domestic industry to promote and 
advertise the basic fabric, there is bound to be a shrinking market which will 
restrict Japanese exports. Therefore, the Japanese industry should want a 
strong, healthy American industry to maintain their market here for their ex- 
ports. Logically there can be no objections from the Japanese on the suggested 
higher rates on velveteens. Rather if the facts are spread before them, we be- 
lieve the Japanese industry will support our proposed higher rates on velveteens. 

A strong healthy American velveteen industry, not only will aid the Japanese 
exports to this country by creating a bigger market and thereby promoting 
Japanese trade, but as small as it is, the velveteen industry contributes at least 
its share to the American economy. A prosperous American economy is better 
able to buy more foreign goods of all description which in the final analysis 
means expanding markets for the products of the United States. 

There is nothing written or implied in the Trade Agreements Act of 1934, as 
amended and extended, that prohibits increasing of tariff rates in trade agree- 
ments negotiations. In fact just the contrary is expressly provided limiting the 
President’s power to increase rates no more than 50 percent over those in effect 


January 1, 1945. The proposed increases on velveteen rates under paragraph 909 
are within that limitation. 
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The American velveteen industry sincerely believes that the proposed increases 
in rates on velveteens under paragraph 909 should be recommended to the Presi- 
dent by the committee for reciprocity information and that these increases should 
be negotiated with Japan in the forthcoming trade agreement negotiations, be- 
cause such a move would: 

(1) Assure the Japanese a larger American market for velveteens and assur- 
ing the Japanese a continued large share of this market. 

(2) Allow European producers a fighting chance to compete for even a small 
share of the market now almost denied them. 

(3) Insure a healthy strong American industry ready, willing, and able to 
promote and advertise velveteens in the fashion field and at the same time com- 
pete for a fair share of the market at profitable prices, though of necessity 
higher than Japanese imports. 

(4) In a small way contribute to the expansion of our foreign trade by con- 
tributing to the overall welfare of the economy. 

Respectfully submitted. 

TARIFF COMMITTEE OF THE VELVETEEN INDUSTRY, 
BurNeET VALENTINE, A. D. Juilliard ¢ Co., Inc. 
Byron Lee Woop, 

Merrimack Manufacturing Co., Inc. 
Howarp RicuMonp, Chairman, Crompton Co. 


Mr. Burnet Valentine, Mr. Byron Lee Wood, and Mr. Howard Richmond, being 
duly sworn, depose and say that they constitute a committee for the domestic 
velveteen industry authorized to prepare and present this brief, and that they 
further swear that the statements herein, inasmuch as they come from the 
industry, are true to the best of their knowledge and belief. 

Marre Cotte, 
Notary Public in the State of New York. 
Commission expires March 30, 1955. 


OrAL TESTIMONY BY HowarD RICHMOND, CHAIRMAN, TARIFF COMMITTEE OF 
THE VELVETEEN INDUSTRY, BEFORE COMMITTEE FOR ReEcrIPROcITY INFORMATION, 
DECEMBER 21, 1954 


My name is Howard Richmond. I am yice president of Crompton Co. and 
am appearing before you today in behalf of the American velveteen industry. 
The Interdepartmental Committee on Trade Agreements has issued formal 
notice of the intentions of the United States Government to participate in 
reciprocal tariff negotiations involving Japan and other countries in a confer- 
ence to be convened next February in Geneva. 
Velveteens, paragraph 909, schedule 9, are included in the President’s list of 
articles imported into the United States proposed for consideration in the trade- 
agreement negotiations. 
On December. 3, 1954, the velveteen industry submitted to the Committee for 
Reciprocity Information our formal written brief, in which we have made a 
sincere effort to show that (1) all reductions of tariff rates made since 1930 of 
velveteens, although originally made as concessions to European countries, have 
in fact benefited only Japan, whose ever-increasing imports of velveteens are 
not only destroying the American industry but are also driving out of this 
market European imports of velveteens, and (2) a modest increase in rates on 
the lower valuations of velveteens would not restrict or exclude Japanese imports, 
but would permit the American producers and European imports to compete for 
a fair share of the American market at fair prices. : 
My purpose here today is to elaborate on this brief and to add additional 
information for the convenience of this committee. In addition, I will be happy 
to try to answer any of your questions. 
The individual members of the velveteen industry I represent here today are: 
Crompton Co., West Warwick, R. I. 
Crompton Richmond Co., Inc., New York, N. Y. 
Crompton Shenandoah Co., Inc., Waynesboro, Va. 
Crompton Highland Mills, Inc., Griffin, Ga. 
Arkansas Cotton Mills, Inc., Morrilton, Ark. 

Deering Milliken & Co., Inc., New York, N. Y. 
Drayton Mills, Spartanburg, 8. C. 
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A.D. Juilliard & Co., Inc., New York, N. Y. 
New York Mills Division, New York Mills, N. Y. 
Brookford Mills Division, Brookford, N. C. 
Aragon Mills Division, Aragon, Ga. 

Merrimack Manufacturing Co., Inc., New York, N. Y. 
Mills, Lowell, Mass. 

Pursuant to section 3 of the Trade Agreements Extension Act of 1951, as 
amended, and under the authority of section 332 of the Tariff Act of 1930, the 
velveteen industry submitted a written brief to the United States Tariff Com- 
mission on December 3, 1954. This morning I appeared before the Tariff Com- 
mission elaborating on that brief and adding additional information. A copy 
of the written brief to the Tariff Commission was submitted to the Committee 
for Reciprocity Information as enclosure No. 1 to our written brief. I now 
request that a copy of my oral testimony to the Tariff Commission be made a part 
of the record of these proceedings. 

The velveteen industry in its brief and testimony to the Tariff Commission 
claims that serious injury from foreign competition now exists and that even 
more serious injury is imminent, qualifying it for a finding by the Commission 
that increases in duties or import restrictions are required, as provided by law, 
to avoid still further injury. We believe that increases in rates are preferable 
to import restrictions. In a spirit of cooperation, we have made specific rec- 
ommendations to the Commission confining the increases in rates, within the 
limitations of the law, to the lower valuations covering the Japanese imports, 
against which we now cannot compete, and without affecting the higher valua- 
tions covering European imports. We have urged that these specific recom- 
mendations become part of the findings of the Tariff Commission in its report 
to the President. 

In our written brief to the Committee for Reciprocity Information submitted 
December 3, 1954, we have carefully outlined the history of all velveteen tariff 
reductions since 1930. For tariff purposes velveteens are divided into plainbacks 
and twillbacks. Both are made on the same equipment and employ the same 
skills. The difference is in the weaving construction, type of yarns used, and 
the grade and staple of cotton employed. Twillbacks are the more expensive 
types, used in all kinds of children’s, girls’, and women’s ready-to-wear where 
fastness of pile is of prime importance for durability. Plainbacks are the 
cheaper constructions used primarily for box linings, for display purposes, and 
for trimmings on apparel where fastness of pile is not important. The duty on 
plainbacks under paragraph 909 has been reduced 50 percent since 1980. The 
duty on twillbacks has been reduced 64 percent since 1930. Furthermore, as out- 
lined in our brief, during the years 1951 through 1954, when the 1214 percent ad 
valorem rate on waterproof cloth under paragraph 907 applied to velveteens, the 
reductions amounted to 80 percent on both plainbacks and twillbacks since 1930. 

We ask the question, Why are velveteens on the President’s list of articles 
imported into the United States proposed for consideration in reciprocal tariff 
negotiations with Japan? 

Is it because the Japanese requested that velveteens be included in that list? 
If that is the case, do the Japanese seriously believe that there is any justifica- 
tion for reducing tariff rates on velveteens? Under the present rates they have 
been successful in underselling the American producers by 25 to 35 percent, 
increasing their imports to this country since 1949 to the point where they will 
amount to over 8 million yards in 1954. They have captured the entire American 
market for the low grade plainback velveteens, having forced the American 
producers to discontinue production. We have already lost that market to the 
Japanese. They are now out to do the same on twillbacks. They have improved 
their quality on twillbacks to a point where it is acceptable to the American 
market and are rapidly expanding their exports on twills to this market by under- 
selling American producers by at least 25 percent. They are now in a position 
to control the market on twillbacks. Certainly, a reduction in rates on velveteens 
can aid them no further. 

Is it because this Government requested that velveteens be included in that list 
so that, after a careful study by the Tariff Commission and the Committee on 
Reciprocity Information, inequities in rates that now exist can be corrected in 
these negotiations with Japan as provided for by law? We would like to think so. 

There is nothing written or implied in the Trade Agreements Act of 1934 as 
amended and extended that prohibits increasing tariff rates in trade-agreement 
negotiations. In fact just the contrary is expressly provided by limiting the 
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President’s power to increase rates no more than 50 percent over those in effect 
January 1, 1945. 

There is nothing written or implied in the general principles of the President’s 
foreign trade policy of gradually reducing trade restrictions of all kinds to pro- 
mote foreign trade between the United States and other countries in the world 
that prohibits increasing tariff rates in trade-agreement negotiations, provided 
such increases are not restrictive to foreign countries, 

The proposed specific increases in tariff rates on velveteens, which apply to the 
lower valuations only, are within the limitations provided for in the Trade Agree- 
ments Act and cannot be considered restrictive to either European countries or 
to Japan. 

Since the proposed increases apply only to the lower valuations they will not 
affect imports of velveteens from Italy, Great Britain, and other European coun- 
tries with whom all the original concessions were made in previous trade agree- 
ments. Certainly there can be no objection from these countries. Furthermore, 
under the present rates, which would not be affected on valuations of European 
imports of both plain-back and twill-back velveteens, imports from these countries 
can land and sell in this market at prices slightly less than American prices. 

The proposed increases applying to the lower valuations of Japanese velveteens 
will still allow the Japanese to land both plain-back and twill-back velyeteens in 
their market below American costs. We know they will still undersell us. 
Therefore, the Japanese will continue to export a large volume of velveteens to 
this country. The higher rates would only reduce the gap that now exists in this 
market between Japanese imports on the one hand and American velvyeteens and 
European imports on the other hand. They would at least partially compensate 
for the vast differences in cost of production in Japan, in European countries, 
and here in the United States. Furthermore, these increased rates would give 
the American producer a chance of obtaining profitable prices on that part of 
the market it is able to hold against the ever present Japanese competition. 
Therefore, we repeat, the proposed rates would not be restrictive on Japanese 
imports of velveteens to the United States. 

Just what do these increased rates mean in dollars and cents? Low grade 
plain-back velveteens are selling in Japan at about $0.46 per yard. The present 
duty of 31144 percent amounts to $0.14375 per yard. The proposed duty of 30 cents 
per square yard, not less than: 31% percent, not more than 46 percent, would 
amount to $0.2116. .The increase would amount to $0.06785. That is less than 
$0.07 per yard. Allowing $0,02 for transportation and insurance, the landed cost 
of this fabric would amount to $0.6916 per yard. The lowest price the American 
producers have been able to sell a comparable product at, is $1.03 which is just 
above the break-even point. Don’t you think the importer can sell his Japanese 
velveteens at 15°to 20 percent below the American price and still make a nice 
profit? 

Better grade plain-back velveteens are selling in Japan at about $0.68 per yard. 
The present duty of 314% percent amounts to $0.2125 per yard. The proposed 
duty of 30 cents per square yard, not less than 3144 percent, not more than 46 per- 
cent, would amount to $0.30. The increase would be $0.0875 per yard. Allowing 
$0.025 for transportation and insurance the landed cost of this fabric would 
amount to $1,005 per yard. The lowest price the American producer has been 
able to sell a comparable product is $1.35 which is again figured very close. Don’t 
you think the importer can sell his Japanese velveteen at from 15 to 20 percent 
below the American price and still make a nice profit? 

Twill-back velveteens are selling in Japan at about $0.85 per yard. The present 
duty of 25 cents per square yard, not less than 22% percent, not more than 44 
percent, amounts to $0.25. The proposed duty of 50 cents per square yard on 
values less than $1.20, 35 cents per square yard on values $1.20 and over, not less 
than 22% percent, not more than 56% percent, amounts to $0.50. The increase 
would be $0.25 per yard. Allowing $0.03. for transportation and insurance the 
landed cost of this fabric would amount to $1.38. The lowest price on a compar- 
able American product has been about $1.75. Again, we ask, don’t you think the 
importer can sell his Japanese velveteen at from 10 to 15 percent less than the 
American price and still make a nice profit? 

We believe these facts and figures speak for themselves. 

The Japanese would sell just as much velveteen in this market under the pro- 
posed rates as they would under the present rates because they still would be 
able to undersell the American producer as well as the European imports: - The 
only difference would be that the price advantage would be narrowed somewhat. 
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Why are these proposed rates vitally necessary to the American industry? 
Without this added protection, the American industry cannot long survive. The 
handwriting is on the wall. We face complete destruction brought about by con- 
ditions entirely out of our control. Under the proposed rates we have a fighting 
chance of obtaining profitable prices on that part of the market we are able to 
maintain. 

The demand for velveteens in this market is largely dependent on style and 
fashion acceptance. Without the active fashion promotion and advertising of 
the American industry, how long would velveteens stay in style? Without style 
acceptance, the total market shrinks. How can the American industry continue 
to spend the money necessary to promote and advertise velveteens if it is not 
permitted to exist? Certainly the Japanese won’t spend the money. Isn’t it 
far better for the Japanese to have a healthy prosperous domestic velveteen in- 
dustry? 

Certainly there should be no objections from the Japanese to the suggested 
higher rates on velveteens. Rather, if the facts are spread before them, we be- 
lieve the Japanese industry will support these proposed higher rates. 

A strong healthy American velveteen industry, not only will aid Japanese 
exports to this country by creating a larger market, but also, as small as it is, 
it will continue to contribute at least its share to the welfare of the American 
economy. A prosperous American economy is better able to buy more foreign 
goods of all descriptions, which in the final analysis means expanding markets 
for the products of the United States. 

I have brought with me samples which I would like to submit to show you just 
what we are up against. They are labeled as to country of origin, current export 
price and landed cost under present and proposed rates of duty. The comparable 
American samples are properly mayked including current selling prices. [Show 
samples. | 

The American velveteen industry sincerely believes that the proposed increases 
in rates on velveteens under paragraph 909 should be recommended to the Presi- 
dent by the Committee for Reciprocity Information and that these increases 
should be negotiated with Japan in the forthcoming trade-agreement negotiations. 

We are completely unable to find any justification for a recommendation other 
than one that calls for increases in rates or for the imposition of import restric- 
tions. We believe increases in rates are preferable. After careful study we feel 
the specific recommendations we have made in increasing rates on the lower 
valuations is fair. If put into effect, we know we still will be fighting lower price 
Japanese competition. We hope we would be able to coexist on a profitable basis. 
We may not. In which case further increases in rates or imposition of import 
restrictions would be necessary. 

We are not crying wolf. We have our backs to the wall. We are not asking 
for sympathy or special considerations. We are asking only for what is provided 
for under law. 


We are confident that the Committee for Reciprocity Information will see that 
justice is done. 


OraL TestTIMoNY BY Howarp RicHMOoND, CHAIRMAN, TARIFF COMMITTEE OF THE 


VELVETEEN INDUSTRY, BEFORE UNITED States Tartrr ComMIssion, DecEMBER 
21, 1954 


My name is Howard Richmond. I am vice president of Crompton Co. and am 
appearing before you today in behalf of the American velveteen industry. 

On December 8, 1954, we filed with the Tariff Commission our formal written 
brief in which we made a sincere effort to document the history, facts, and 
statistics of the domestic velveteen industry and of the importations of foreign 
velveteens into this market since 1928. 

As required by law, the Tariff Commission is now making its investigations 
with respect to the individual items included in the President’s list of articles 
proposed for consideration in trade agreement negotiations to be conducted 
with Japan and other countries. Velveteens, paragraph 909 in schedule 9, are 
on that list. 

The Tariff Commission is directed to report to the President “the findings of 
the Commission with respect to each such article as to (1) the limit to which 
such modification, imposition, or continuance may be extended in order to carry 
out the purpose of such section 350 without causing or threatening serious in- 
jury to the domestic industry producing like or directly competitive articles; 
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and (2) if increases in duties or additional import restrictions are required to 
avoid serious injury to the domestic industry producing like or directly com- 
petitive articles the minimum increases in duties or aditional import restric- 
tions required. 

The velveteen industry claims that serious injury from foreign imports now 
exists and that furthermore serious injury is imminent, qualifying it for a 
finding by this Commission that increases in duties or import restrictions are 
required because of injury from foreign competition. 

My purpose today is to elaborate on this brief and to add additional informa- 
tion for the convenience of the Commission. Furthermore, I will be happy to 
try to answer any of your questions. 

The individual members of the velveteen industry I represent here today are— 


Crompton Co., West Warwick, R. I. 
Crompton Richmond Co., Inc., New York, N. Y. 
Jrompton Shenandoah Co., Inc., Waynesboro, Va. 
Crompton Highland Mills, Inc., Griffin, Ga. 
Arkansas Cotton Mills, Inc., Morrilton, Ark. 


Deering Milliken & Co., Inc., New York, N. Y. 
Drayton Mills, Spartanburg, 8. C. 


A. D. Juilliard & Co., Inc., New York, N. Y. 
New York Mills Division, New York Mills, N. Y. 
Brookford Mills Division, Brookford, N. C. 
Aragon Mills Division, Aragon, Ga. 


Merrimack Manufacturing Co., Inc., New York, N. Y. 
Mills, Lowell, Mass. 


ixcept for the years of World War II and its aftermath, the velveteen indus- 
try has been up again low cost foreign competition since 1928 and even before. 
Why is this so? There is a very simple answer. Velveteens, which are a very 
highly specialized cotton fabric, require more labor to produce than any other 
textiles of importance. This is a well-established fact and is substantiated in 
your own files from previous surveys made. In modern times the American 
standard of living has been the highest in the world. It has been and is now 
impossible for American producers of velveteen to come anywhere near com- 
peting with lower cost European countries and particularly Japan. We can’t 
even come close. 

Tariff protection or other import restrictions are necessary for the American 
velveteen producers to be able to compete with foreign producers in the Ameri- 
can market. This is another well-established fact that can be substantiated in 
your own files. 

The velveteen industry, though small by all standards, holds a time-honored 
position in the textile industry having its beginning in this country back in 1882. 
Its position in the textile industry is symbolic of many other segments of the 
industry now becoming more and more aware of injury and threatened injury 
from foreign competition. 

The eyes of the whole textile industry are on the Tariff Commission at this 
time, eagerly awaiting your finding as to whether injury to the velveteen industry 
exists, and if so your recommendation with respect to increases in duties or 
import restrictions. 

In our brief we have carefully outlined the history of all tariff reductions on 
velveteen since 1930. For tariff purposes velveteens are divided into plainbacks 
and twillbacks. Both are made on the same equipment and employ the same 
skills. The difference is in the weaving construction, type of yards used and the 
grade and staple of cotton employed. Twillbacks are the more expensive; used in 
all kinds of children’s, girls’ and women’s ready-to-wear where fastness of pile is 
of prime importance for durability. Plainbacks are the cheaper construction ; 
used primarily for display purposes and for trimmings where fastness of pile is 
not important. The duty on plainbacks under paragraph 909 has been reduced 
50 percent since 1930. The duty on twillbacks has been reduced 64 percent since 
1930. Furthermore as outlined in our brief during the years 1951 through 1954, 
when the 1214-percent rate on waterproof cloth under paragraph 907 applied to 
ae reduction amounted to 80 percent in both plainbacks and twillbacks 
since 1930. 

How has the velveteen industry been injured as a result of foreign competition 
and to what extent? That is the key to the situation. Here are the facts. 
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(1) Since 1949 the American producers have had a progressively smaller 
share of the American market for velveteens. 

(2) Foreign imports have increased from less than 2 million yards annually 
in 1949 to an estimated 5 million yards in 1954, an increase of 250 percent. 

(3) American production has dropped from 7% million yards in 1951 to an 
estimated 514 million yards in 1954, a decrease of 27 percent. 

(4) American producers have been forced to discontinue entirely the produc- 
tion of low-grade plainback yelveteens, having been driven completely from the 
market by Japanese imports. 

(5) Because of the much lower prices that Japanese imports can sell in this 
market, the average selling prices of American velveteens have been forced down- 
ward an average of 22 percent on twillbacks and 23 percent on plainbacks in 
the last 3 years. Even with these reductions we are being undersold now by about 
25 percent by Japanese imports. 

(6) These lower prices and reduced volume for the American producers can 
mean only one thing—the difference between profit and loss caused directly by 
foreign competition. 

(7) Because of the declining American production of velyeteens, there remains 
idle much specialized equipment that cannot be utilized in the production of 
other textiles. 

(8) Employment in the velveteen industry has declined 37 percent in the last 
8 years. This amounts to loss of jobs for 600 highly trained employees and is 
caused directly by increased foreign competition. 

These are the cold, hard facts. They are all carefully documented for you 
in our written brief. 

Industry average cost figures are not available. Speaking only for my own 
company, we would be happy te submit in strict confidence to the Commission, 
if desired, our own detailed costs on velveteens as further evidence substantiating 
our position. 

We repeat, the velveteen industry has been injured by foreign competition. The 
injury has been substantial and serious. We have given you all the facts. What 
more can we do? 

We ask that the Tariff Commission find as a result of its investigations that 
increases in duties or additional import restrictions are required to avoid still 
further injury as provided for by law. 

The velveteen industry sincerely desires to cooperate with the Commission. 
We believe that increases in rates are preferable to import restrictions. We 
do not ask that foreign imports be restricted.. We ask only to be able to compete 
on relatively even terms with foreign imports in the American market, Increases 
in rates within the limitation of the law and applied to the lower valuations would 
not price foreign imports out of this market. Both Europeans and Japanese 
would still be able to undersell American producers but the gap would be nar- 
rowed. This would help us maintain our share of the market and at prices that 
should give us a chance of making a profit. 

A great deal of study has been given to this matter and in our brief we have 
made specific recommendations on proposed increased rates on plainback and 
twillback velveteens. By using a combination of a specific plus a maximum and 
minimum ad valorem rate, we were able to confine the increases to the lower 
valuations covering the Japanese imports against which we now cannot compete 
and without affecting the higher valuations covering European imports. We 
believe these proposed rates are fair. If they are acceptable to the Commission, 
we urge that they become a part of its finding. 

I have brought with me samples which I would like to submit to show you 
just what we are up against. They are labeled as to country of origin, current 
export price, and landed cost under present duty rates. The comparable Ameri- 
can samples are properly marked current selling prices. 

If the rates on paragraph 909 covering velveteens are not raised, this is what 
will happen in a near year or two. 

(1) The Japanese who now have over 60 percent of the import twillback 
market will increase this to over 90 percent because the European countries 
cannot hope to compete with Japan in this market. 

(2) The Japanese will export to this country just as much as they see fit 
me a undersell us here by at least 25 percent under the present duty 
rates. 


(3) The American producers will have to compete for whatever is left of the 
market. 
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(4) American selling prices will be held at levels of cost or below. 

(5) The style acceptance of velveteen which we have worked so hard to create 
will vanish as the market is flooded with low-priced goods. 

(6) The Japanese will keep for themselves the entire market for low-grade 

lainbacks. 
(7) They will enter the better plainback market when they see fit and again 
undersell the American producers. 

That is the immediate future. What about the long-term future? The hand- 
writing is on the wall. No industry can last long under this onslaught. Destruc- 
tion—complete destruction—faces this American industry. 

If we haven't an ironclad case for injury and threatened injury from foreign 
competition, then we question whether any industry can prove injury. We are 
not crying “wolf.” We are fighting with our backs to the wall. We are not asking 
for sympathy or special consideration. We are asking only for what is provided 
for under the law. That is, a finding by this Commission that injury exists and 
that increases in duties are required to avoid further serious injury to the indus- 
try as set forth by law. 

We hope the proposed rate increases are acceptable to the Commission and will 
become a part of its finding. 


UNITED STATES TARIrr CoMMISSION, 


Washington 25, D. C., February 8, 1955. 
Hon. Burr P. HARRISON, 


House of Representatives. 


Dear Mr. Harrison: I have your letter of January 21, 1955, with which you 
transmit a letter from Mr. ©, A. Tabor, an employee of the Crompton-Shenandoah 
Co., Waynesboro, Va., relative to the impact of. Japanese velveteens on the 
domestic velveteen industry and also in which you request comments on the 
information contained in Mr. Tabor’s letter. 

In this letter, Mr. Tabor states that the average textile wage in Japan is 
about 13 cents per hour as compared with an average cotton-textile wage in 
the United States of about $1.35 per hour. He also compares the manufacturing 
cost, $1.86 per yard, of domestic velveteens with the New York market price, 
$1.15 per yard, of imported Japanese velveteens. 

The Tariff Commission has not made a study of cotton velveteens in recent 
years, with reference to cost of preduction. However, the data in Mr. Tabor’s 
letter agrees substantially with the information recently submitted by a number 
of textile associations and by the domestic velveteen manufacturers to the Tariff 
Commission and the Committee for Reciprocity Information. Data submitted 
by the domestic velveteen manufacturers show that prices of Japanese vel- 
veteens at New York in the years 1951-54 were from 23 to 35 percent below 
those of comparable domestic velveteens. 

Imports of cotton velveteens increased sharply from 130,000 square yards in 
1934 to 5.2 million square yards in 1936, but declined thereafter to 1.2 million 
square yards in 1941. In the war years, 1942-48, imports were small, ranging 
between 4,500 and 65,700 square yards, Imports increased from 403,000 square 
yards in 1939 to 2.7 million square yards in 1953, and to 4.7 million square 
yards in the first 11 months of 1954. The large imports of velveteens in 1953 
and 1954 were chiefly velveteens from Japan and Italy entered as waterproof 
cloth under paragraph 907 at 12% cents ad valorem. 

The ratio of imports of cotton velveteens to domestic production varies from 
year to year. In the peak year of 1936 imports exceed production by about 
66 percent ; during the war years, 1942-48, production supplied about 99 percent 
of domestic consumption. In 1953 imports amounted to about 40 percent of 
domestic production, and in 1954 imports are expected to equal, if not exceed, 
production. : 

Cotton velveteens were dutiable under paragraph 909 of the Tariff Act of 
1980 at 62% percent ad valorem, but have been subject to reductions under 
section 336 of the Tariff Act of 1930; and twillback velveteens have been subject 
to further reductions pursuant to concessions granted in the General Agreement 


59884—55—pt. 3-24 
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and Tariffs and Trade (GATT). The changes in the rates are shown in the 
following table: 


Cotton velveteens: changes in the rates of duty 


Plainback Twillback 


Act of 1930 6214 percent ad valorem 5214 pereent ad valorem. 
Section 336, July 24, 1933 3114 percent ad valore: 44 percent ad valorem. 
Vgins . os trade agreement, | No change 37% percent ad 
an. 1, 1939. . 
General Agreement on Tariffs and 25 cents per square ; 25 percen 
Trade (GATT), Jan. 1, 1948. ad valorem minimum; 44 percent 
ad valorem maximum. 
GATT, Nov. 17, 1951 ; 25 cents per square yard; 22)4 percent 
ad valorem minimum; 44 percent 
ad valorem maximum. 


Under the authority of the Trade Agreements Act of 1934 as amended, and 
extended, the rates of duty on imported articles may be increased or decreased 
by 50 percent of the rates which were in effect July 1, 1945. On that date the 
rate of duty on plain back velveteens was 31%4 percent ad valorem; the rates 
on twillback velveteens were 37144 percent ad valorem if valued at 65 cents or 
more per square yard and 44 percent ad valorem if valued less than 65 cents per 
square yard. 

The copy of Mr. Tabor’s letter is returned herewith. Also, we are referring 
a copy of his letter to the Committee for Reciprocity Information for its 
information. 

If we can be of further assistance to you, please let us know. 

Sincerely yours, 
Epear B. Brossarp. Chairman. 

Senator Mrmurkin. Can you give us the gist of Mr. Brossard’s 
letter ? 

Mr. Ricumonp. Mr. Brossard—— 

Senator Mizz1Krn. Tell us the ultimate effect of the letter. 

Mr. Ricumonp. He confirmed the fact that the increase in imports 
was substantially the same as we claimed in our brief. He gave the 
tariff history showing where the cuts were made on the individual 
items of plainbacks and twillbacks and beyond that he went no further. 

Senator Miiir«1n. I did not hear what you said there—“beyond 
that” what? 

Mr. Ricumonp. He went no further than that. 

Senator Miti1K1n. Was it up to him to make a decision? 

Mr. Ricumonp. Not in this letter. He was asked by Representative 
Harrison if certain information he had was correct and was substan- 
tiated by Mr. Brossard. 

Senator Mruirr1n. Are there any of your actions pending before 
the Tariff Commission. 

Mr. Ricumonp. Not now, but they will be within a week or 10 days. 

We have not yet made our figure of our escape clause application. 

Senator Miutr«1n. Thank you very much. 

We believe there are many other ae and small in the 
same situation. We are sure that during next 3 years under 
H. R. 1 there will be many more industries that will be seriously 
injured and will wake up to the fact that hope for relief is dim to say 
the least. 

You are now considering H. R. 1 which has just recently been passed 
by the House. You have heard testimony from any important 
members of the administration insisting that this bill be passed 
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proaPey, without amendment. This sentiment has been echoed by 
many others, You have heard the testimony from many important 

roups in opposition urging amendments of various sorts primarily 
enipndid to strengthen the safeguards of the bill. There has not 
been so much sincere controversy on the extension of the Trade Agree- 
ments Act since it was originally passed in 1934. The country is 
sharply divided. More and more people are becoming aware of the 
two sides taken where only a short time ago it was of academic in- 
terest tothem. This is not a sectional controversy. It is no longer a 
party matter. The votes in the House testify to that. 

Why is this so? The controversy — over the tariff phase of the 
foreign-trade program primarily. The general principles of our 
policy of expanding our foreign trade with other countries of the 
free world and of reducing trade barriers of all sorts where practical, 
has the wholehearted support of all thinking Americans mindful of 
our worldwide obligations and responsibilities. But tariffs have 
always been a controversial subject in this country. H. R. 1, which 
incorporates practically all of the recommendations of the Randall 
Commission concerning tariffs is merely another extension of tem- 
porary legislation, continuing the same authority with added powers 
to the President to reduce tariffs through trade-agreement negotia- 
tions without adequate safeguards to prevent and to rectify injury to 
American industries. It does not pretend to offer a permanent basis 
for our tariff structure. It makes no real attempt to reconcile the 
basic fundamental positions taken in this controversy. It is presented 
to the country on the basis of take it or leave it because there is no 


alternative. Tf H. R. 1 becomes law the pendulum of public opinion 
may very well swing too far over to the side of the so-called protec- 
tionists and demand the whole reciprocal trade agreement program be 
scrapped. As more and more industries are injured and do not get 
relief, the Poa on Congress will increase to the point where the 


hoppers will be filled with individual corrective measures. As always 
happens under conditions of this sort, much good would be undone. 
The reaction might be severely damaging to our international trade. 
Now is the time for caution. There is a growing need for a perma- 
nent solution to our tariff lgaeery that can be supported by all the 
country. There is a middle road down which we can go that will 
benefit all the country without injuring some. We must find that 
road. We have in this country the brains, determination, willpower, 
and tolerance to come up with a permanent tariff policy which is con- 
sistent with our overall foreign policy and at the same time consistent 
with a healthy, growing, and prosperous domestic economy with its 
high standard of living for the people. The unparalled growth of 
the economy of this country is due to a large extent to our free com- 
petitive system protected by law from monopolies and unfair trade 
practices. It is highly desirable and in the best interests of the 
country that our tariff policy be made consistent with this ee 
— and not be allowed to destroy it. Likewise our tariff policy 
should permit foreign producers to com in the American market 
but on substantially the same terms as efficient competitive American 
producers. There is no reason why efficient American producers must 
suffer to increase our imports. Under a sound tariff policy we can 
increase our imports and at the same time avoid injury to segments of 
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our economy. If we have the determination, we can resolve the basic 
controversy that now exists on tariffs. But we must set out to do it. 

Therefore, we recommend, as a substitute for H. R. 1, that the pres- 
ent Trade Agreements Act be extended for a 2-year period with the 
following amendments: ; hid 

1. An escape clause finding by the Tariff Commission to be final and 
the President to take the required action unless he finds that the na- 
tional interest requires that no such action be taken. 

2. The Tariff Commission should make its report in an escape-clause 
finding within 6 months, 

3. The word “injury” be more clearly defined in the escape-clause 
procedure. : 

4. The peril-point findings be mandatory on the President. 

5. The President be directed to appoint a bipartisan Commission in 
equal numbers from the Senate, House, executive branch of the Gov- 
ernment, and the public with equal representation in each eve 
those favoring continued lowering of tariffs as provided for in H, R, 1 
and of those opposed to these principles. This Commission is to be 
directed to study and evolve a tariff policy consistent with our forei 
policy and a healthy prosperous economy and such policy to have the 
overwhelming support of the entire membership of the Commission. 
The Commission should have 18 months to formulate a recommended 
new tariff policy. 

In conclusion let me urge your consideration of a plan for a new 
constructive approach to a highly controversial problem and in the 
meantime keep our present law with a few added safeguards to pre- 
vent further injury and to give more effective and faster relief on 
injuries that may develop. A clearer definition of injury should be 
helpful in the administration of the law. This recommendation is 
made in a sincere effort to be constructive. We believe it can and 
should be supported by all factions involved in the controversy. 

Senator Bennerr. Thank you, Mr. Richmond. Senator Millikin, 
do you have any questions? 

Senator Mittin. Thank you very much. We appreciate your 
coming to be with us today and we certainly appreciate the construc- 
tive approach you have taken to our difficult a em. Weare grateful. 

Mr. Ricumonp. Thank you very much. 

Senator Miuirkin. Mr. Roy A. Cheney, of the Underwear Insti- 
tute and the Work Glove Institute. 

As youcome forward, Mr, Cheney, may I observe that you represent 
an interesting combination, “Underwear and work gloves.” 

Mr. Cueney. But it all comes under the tariff. 

Senator Mitiixry. So does everything else. 

Mr. Cuenry. I am grateful to you for giving us the chance to come 
here and talk. I will make mine as brief as possible. 


STATEMENT OF ROY A. CHENEY, PRESIDENT, UNDERWEAR 
INSTITUTE AND WORK GLOVE INSTITUTE 


Mr. Cunney. I would like to start off by saying this before we get 
too far into this argument. I have noticed some discussion as to w 
to do about this whole thing. Being a lawyer like you, gentlemen, 
that has struck me that when the Constitution was written and people 
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like Jefferson and the others who wrote it, they gave the ascertain- 
ment of facts and the application of law to those facts to the judicial 
branch of the Government. What we have been doing in H. R. 1 
and in grave danger of continuing it, is give the job to the Executive 
that is not fitted to do it. 

Whenever you transfer the powers of the judiciary to the Executive 
you will have a tyrannical result. I bring back to mind what hap- 
pened too in the OPA as an illustration. 

I am consultant to the Work Glove Institute and the president 
and general counsel for the Underwear Institute, of 2 Park Avenue, 
New York 16, N. Y., an organization of underwear and allied prod- 
ucts manufacturers founded in 1866. 

Our members are located all over the United States and represent 
85 percent, eee of production in the United States. Our 
mills make all types of underwear and knitted sportswear for men, 
women, children, boys, girls, and infants of all types of natural and 
man-made fibers and mixtures thereof. 

I will confine my first statement to underwear alone. 

We are mostly made up of small mills employing on the average 
from 150 to 200 people, located mainly in small communities, and, 
in many instances, the main support of those communities. As a 
whole we employ about 70,000 people and our gross annual sales are 
roughly $600 million. 

Our people are becoming more and more alarmed at the attitude of 
some parts of the United States Government toward its citizens. 

It would seem that the Federal Government, and particularly the 
State Department—this is the reaction of our people—is becoming 
organized more and more for the welfare and protection of manu- 
facturers and workers of foreign countries with the welfare of United 
States workers and business taking second place. 

This seems a strange thing, inasmuch as these foreigners pay no 
taxes and do nothing of advantage to our Government or our citizens. 

Nor, from the political standpoint, do these foreigners vote in this 
country. 

Now I would like to take up, for one moment, the Japanese situa- 
tion, which has had a great part in the propaganda in favor of this 
reciprocal-trade treaty, legislation, which was as follows: 

1. We were to throw open our markets to the Japanese to keep 
them from trading with the Communists. In answer to that, the 
Japanese, in their last election, elected a government which states 
that it will be its policy to welcome closer relations and to trade with 
Communist China and Red Russia. 

2. By helping Ja on, Japan was to become one of our great allies 
and a tremendous batt e asset to us in the Pacific. On page 1 of 
the New York Times for March 6, last, Mr. H. Struve Hensel, As- 
sistant Secretary of Defense of the United States, informed the Tokyo 
government that the United States was disappointed with Japan’s 
slowness in protecting herself. 

He said Japanese rearmament seemed to him to have been almost 
suspended. . Hensel said Japan could not expect any increase 
in United States military assistance unless the Japanese themselves 
undertook to do more about enlarging their defense capacity. 
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He said also that Japan is spending only about 24% percent of 
her gross national production for defense purposes, less than Turkey, 
Pakistan, and other countries were spending who have economic pro 
lems similar to Japan. Japan has also made a substantial reduction 
in its income tax—we have not. 

So, in view of these matters and because anyone who recalls his 
reading of Italian medieval history knows—mercenaries are never 
satisfactory and are very expensive. 

So I suggest that our State Department has made another mistake 
in its evaluation of Japan and the young men of the State Depart- 
ment are and will be very foolish to spend the capital assets of this 
industry and the earnings of our workers for the benefit of the Jap- 
anese, in view of what has happened. The State Department’s argu- 
ments along these lines have certainly fallen through and should have 
no weight with our Senators or our Congress. The State Department 
and we all should have learned by this time that you can’t bribe people 
to be your friends, 

I would like to comment, also, on the administration’s promise 
according to the press reports that no one will be hurt by the operation 
of this law if the Congress enacts it. It is strangely reminiscent of 
the promises which the officers of the Office of Price Administration 
used to make to the Congress whenever the OPA came up for a new 
lease of life. 

They would promise—cross their hearts—to become Christians, and 
then, after Congress had given them a renewal, proceed to kick indus- 
try and commerce in the teeth, with renewed interest and vigor. 
Incidentally, I am informed that a great many of the OPA’ers were 
taken into the employ of the State Department when the OPA was 
dismantled. 

I seem to recall reading in the newspapers that Mr. Eisenhower 
has promised that nobody will be hurt by this law. 

If Mr. Eisenhower himself were available so I could sit down and 
talk with him whenever this thing hurt us, as it has and will, I would 
have no further words, but you gentlemen know just as well as I do 
just how near I could get to the White House on a proposition of 
this kind, and from my experience and your experience, you know 
how far we got with the OPA when it was throttling the war effort 
of American industry and commerce, just as the State Department 
is throttling us now. 

I was a bit shocked by Senator Malone’s remarks concerning the 
testimony of Mr. Dulles that Mr. Dulles admitted and said that this 
H. R. 1 would injure some industries and put some segments of 
industry out of business. 

Weankie: that smacks to me of the Russian concept of the state from 
what Mr. Dulles said and what Mr, Stalin did when he moved the 
kulaks from Russia into Siberia. There is no difference in principle 
only in degree. In other words any ent of our country, any 
business or any part of a business can and must be sacrificed to be of 
benefit to the state as a whole. To me that is anathema. 

I have here some garments made in Japan which I am submitting to 
you for your examination. I believe it is the quickest way to tell you 
what is going on. 

This is a shirt so-called printed. The Japanese price is $3 a 
dozen landed in this country. The lowest possible American price 
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is $4.25. This is made by some of our mills in Utah as well as in 
Pennsylvania and Kentucky. 

Here is a shirt Japanese price $4.50. The American price $7.50 
to $7.75. 

Here is another shirt $3 Japanese price, American price, $4.75. 

I won’t read them all. I will leave them here if I may as exhibits 
and a part of the record. 

Senator Bennerr. Unfortunately you can’t translate those into 
words and the record only contains words, so I think they will serve 
no worth. 

Mr. Cueney. On this infant T-shirt, the Japanese price is $2 a 
dozen landed in this country, the American price $3 to $3.50. An 
infant’s polo shirt: The Japanese price $2.40 a dozen, the American 
price $4 to $4.25. 

I would say this roughly and briefly and generally, that the Japa- 
nese price on competitive garments is from $1.50 to $2.50 less than 
the American price. 

Senator Mmur«rn. Is that per garment or some other unit? 

Mr. Cuenery. Per dozen, sir. 

Incidentally, the way the Japs operate, before the war—well, when 
they were coming up in this production like they have been since the 
war was over, one of our mills—and this is just an example developed 
for it with the Grant Co., a base zipper cloth shirt, fitted, to retail for 
39 cents. When one sells to the Grant Co., one sells pretty close to 
the cushion; he has to do it to get the business. Within 6 weeks another 
chain store had received a duplicate of that shirt from the Japanese 
which retails over the counter for 25 cents, which of course killed the 
sale of the 39-cent shirt, although that was designed and developed in 
this country. 

I was interested to read in the New York Times for March 5, on 
page 21, a dispatch from London quoting Mr. Charles D. Oliver, 
chairman and managing director of Lyle & Scott, Ltd., knitwear spe- 
cialists, in an interview given in London, who said : 

Since my last visit to America a year ago, foreign competition, particularly 
Japanese, has notably increased, especially of conditions in this country. 

To describe it as a menace is not enough because to my mind, the word “men- 
ace” means simply a threat to the future. Japanese competition exists now in 
toys, sewing machines, bicycles, china, glass, textiles of all sorts, and in my own 
line, knitwear, they are making a great effort. 

There is a point made by a Britisher about Japanese competition in 

our markets with British products. He says, Even though the Japa- 
nese quality may not be near as good as the British quality, neverthe- 
less the price counts if the quality is anywhere near the other. 
_ I would like to file as a part of this record a report which we have 
just received from the State Department of the United States follow- 
ing a request of the Department of Commerce for a survey of knitted- 
underwear costs in Japan. 

Some of our mills are thinking of moving to Japan if this H. R. 1 
passes, so they can take rere the icosinaes given to Japan 
and the Japanese people by the United States in reaching our own 
markets. 

I will read excerpts from this report dated February 7, 1955, but if 
I may, I will file the whole report so there is no question of lifting 
figures or phrases from the context. 
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The Japs say their machinery is as good as any machinery in the 
world. They also say or the State Department reports that they work 
a 48-hour week, 8 hours per day, 6 days per week. 

They go on to say the standard workweek is fairly well observed in 
the largest companies in Japan. In the smaller companies that employ 
outside labor the monthly wage income is probably as high as in the 
larger companies but the work hour may extend from 10 to 12 hours 
per day. 

' Lam trying to bring out things that were not brought out in pre- 
vious testimony. 

It goes on to say that T-shirts and sleeveless athletic shirts predomi- 
nate in the exports to the United States. These are the garments I 
have shown you. These make up probably 80 to 90 percent. of the 
summer underwear used and worn in the United States, this T-shirt 
and the athletic shirt—yes, those cotton products comprised approxi- 
mately 70 percent of all underwear and knitwear exports from Japan 
in 1952 and 1953. 

In 1958, or rather 1952, Asia took 50 percent of all underwear and 
knitwear exports from Japan. Africa took 43 percent. North Cen- 
tral and South America, 6 percent in 1952. Exports to the United 
States were very small. In 1953 exports to Asia again accounted for 
50 percent of the total but exports to Africa dropped to 22 percent. 

I don’t know why, but probably because of some sterling area 
monkey business by the British Empire in derogation of the reciprocal 
trade agreements I am guessing at that but it seems natural to me. 
The Americans took 27 percent. Exports to the United States in 
1953 were 9 percent. It goes on to say exports to the United States 


are almost exclusively of cotton products and are increasing. Speak- 
ing about quality, he goes on to say that because the United States 
market is so coveted by the Japanese that their inspection standards 
for the American market are ae high. 

t 


Also it goes on to say in another part of this document that they 
are beginning to form cartels again in the underwear and knitted 
wear industry, which means, of course, that they can control arbitrarily 
the production and sale of their export of garments to this country 
in a manner which we cannot do because of our antitrust laws. 

We are handicapped there. 

I have here a table showing the increase in exports to the United 
States from Japan. 

Here it is. 

This is knitted underwear. In 1936-38, I found the wrong table. 
I almost gave you Japanese production. Here it is. 

In 1952 the Japanese exported to the United States 36,742 dozens 
of knitted underwear and knitwear. In 1953 the Japanese exported 
to the United States 252,184 dozens of knitted underwear and knit- 
wear. 

In 1954 the Japanese exported, the first half of 1954, to the United 
States 341,514 dozens of knitted underwear and knitwear. This 
shows you the increase. 

Senator Bennert. The statement will be accepted for the record. 
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(The document referred to is as follows:) 


[Priority : Air pouch ; Security Classification: Unclassified] 


Foreien SERVICE Despatcu No. 248 


Fresrvuary 7, 1955. 

From: AMCONGEN, Kobe, Japan. 

To: The Department of State, Washington. 

Ref.: Letter of Dec. 8, 1954, from Dept. of Commerce (Textiles and Clothing 
Division) to Bmbassy, Tokyo, Subject: Survey of Knitted Underwear and 
Costs in Japan. 

The reference request was forwarded by Tokyo to the consulate general because 
the Japanese textile industry is concentrated in the Kobe-Osaka area. 

Information about the manufacture of knitted goods in Japan is difficult to 
obtain. This report includes the best information available. It has, however, 
been gathered from a large number of varied sources and is not as cohesive as 
would be desired. On no aspect of the industry other than exports is statistical 
data regularly maintained. While discretion has been used in selecting and 
reporting statistical data, the data, for the most part, constitute nothing better 
than a set of informed guesses. The absence of statistical data is due to the 
large number of small home manufacturers whose production, equipment, and 
operations are not reported because the firms are not affiliated with associations 
or other trade bodies. 

A further caution is appropriate with respect to statistics. In the Japanese 
language, “underwear” is rendered by the word “hadagi.” This word means, 
literally, “skin wear,” or that which is worn next to the skin. For this reason, 
summer sportswear, both of the T-shirt and polo shirt variety, and nightwear are 
frequently referred to as underwear in trade circles, 


ORGANIZATION OF THE INDUSTRY 


Enclosure No, 1 shows for Osaka Prefecture alone the number and size of 
plants of member companies of the knitted goods adjustment association. The 
data are for 1951 and some companies are not members of the association. While 
the table is not current, is not complete and is not on a national basis, it probably 
reflects a fairly representative organizational pattern for the Japanese knitted 
goods industry. 

As may be observed, approximately half of the reported companies have less 
than 30 machines, Approximately one-fourth are engaged in the manufacture 
of knitted gloves and socks only, 

Related information in the same enclosure shows that in 1952, almost haif of 
the firms in the Osaka Prefecture Meriyasu Cooperative Association were sole 
proprietorships. (‘“Meriyasu” is the Japanese word for “knitted goods.” For 
convenience of reference, the word will be used from time to time hereafter in 
this report in referring to companies and associations. ) 

All of the firms in the knitted goods industry are of medium or small size. 
The Nippon Meriyasu Co., Ltd., of Osaka, the second or third largest company 
in Japan in this field and slightly smaller than the largest, has 300 circular 
knitting machines and 350 sewing machines. The knitting machines are of var- 
ious types for production of different weights and types of knitted goods. When 
working at maximum capacity, only 100 knitting machines would be in use. The 
plant employs 250 workers (not including administrative staff) at maximum 
capacity. Reflecting excess production capacity in the industry is the fact that 
for several months this company has had in use only 60 knitting machines and 
now employs only 200 workers. 

The Osaka Chamber of Commerce and Industry, in a report prepared in 1952, 
cited reasons for the existence and desirability of small manufacturing units. 
It was noted that orders, especially export. orders, are for relatively small quan- 
tities of a wide range of products extremely varied as to type and design. It was 
said that for Japanese firms this varied demand can best be met by the flexi- 
biliity which small manufacturing units permit. The optimum unit was thought 
to be a plant employing from 30 to 50 workers. 

Trade sources usually divide knitted goods companies into two groups: (1) 
Those that handle a complete production process (from knitting the primary 
material to sewing and finishing of products), and (2) those that perform only 
one part, or parts, of the production process (knitting only; sewing, buttonhole 
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working, printing, dyeing, or other). The former are called full-line companies, 
and the latter are called part-line companies. Part-line companies are said to 
account for 50 percent of Japan’s production of knitted goods. While home in- 
dustries fall almost entirely in the latter group, it is not correct to say that all 
part-line companies are home industries. 

Part-line companies usually receive orders through wholesalers or through 
larger knitted goods manufacturers. The latter control the flow of materials 
from one company to another as the various tasks in the production process are 
performed, and they market the finished products. While, as small companies, 
home industries may frequently seek cash advances against orders, required raw 
materials are purchased and supplied by them rather than by the firms placing 
the orders. 

It is estimated that in terms of quantities (not value) of finished products, 
home industries account for 10 to 15 percent of total production. Among knit- 
ters, they average 3 to 5 machines. Available information suggests, however, 
that home industries concentrate heavily on woolen materials. This is because 
the horizontal knitting machine can be operated manually as well as with electric 
power and is, therefore, well adapted to small home industries. 


PRODUCTION 
Capacity 

No statistics are compiled on the productive capacity of the Japanese knitted 
goods industry. It does seem clear, however, that both production and produc- 
tion capacity in the postwar period have exceeded those of prewar years. 

The secretary general of the Osaka Meriyasu Cooperative Association renders 
the opinion that the number of machines employed in Japan for the manufacture 
of knitted goods had by 1950 doubled the number in the top postwar year. This 
large increase in capacity resulted from heavy demand generated by wartime 
shortages and widespread postwar adoption by Japanese women of western style 
dress with which they wear knitted undergarments. Stimulated by this demand 
the knitted goods industry enjoyed considerable prosperity which encouraged 
established firms to expand and new firms to enter the field. It is widely agreed 
in Japan that production capacity exceeds actual current demands by perhaps 
20 percent. 

Enclosure No. 2 is a table showing, for 1952, the number of machines in firms 
then members of all knitted goods adjustment associations. The table shows 
the member firms, numbering 2,182 had 31,928 circular knitting machines, 
24,173 horizontal knitting machines and 12,419 sewing machines. These figures 
do not encompass machines used solely for the manufacture of gloves and socks as 
companies making these products have separate associations. The figures do 
not profess to encompass the entire industry since many firms do not affiliate 
with associations. Also, according to an association source, the table reflects 
probably not more than 60 percent of Japan’s horizontal knitting machines. 
This equipment is well adapted to home industries which are less likely to be 
members of the associations. However, these machines, it was said, are best 
employed on wool knitted goods and it was estimated that in terms of quantity, 
perhaps 50 percent of the production of home industries is in woolen products. 

The figures in enclosure No. 2 do not cover vertical knitting machines which 
are estimated to number 1,500 in Japan. It is reported that these are used almost 
exclusively for high-quality silk and rayon goods and companies having such 
equipment have formed a separate association. 

From the meager information available it is not possible to determine what 
part of the production capacity is devoted at any given time to the manufacture 
of knitted underwear. 

The Osaka Meriyasu Cooperative Association estimates that 80 percent of the 
production of knitted underwear (and of all knitted goods, except wool) is from 
the Kinki region (i. e., the area surrounding Osaka and embracing Osaka, Hyogo, 
Wakayama, Nara, Kyoto, Shiga, and Mie Prefectures). About 50 percent of all 
companies are thought to lie in this region. 


Production levels 


As previously indicated, no statistics are available on current production of 
knitted goods in Japan. Enclosure No. 3 is a table which shows information 
for 1952 compiled by the Osaka Chamber of Commerce and Industry. This 
shows that national production in a selected month of that year (September) 
totaled 2,386,000 dozen articles of ail kinds, of which 489,030 dozen (21 percent) 
were produced in Osaka Prefecture alone. It also shows that production of 
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underwear totaled 968,000 dozen for Japan, of which 425,028 dozen (44 percent) 
were produced in Osaka Prefecture. An industry source estimates that 1954 
underwear production was about 20 percent below that of 1952. These figures 
should be regarded with caution. Industry sources agree that they could be 
little more than informed guesses, 

No information is available regarding production of individual types of under- 
wear garments, nor would any source make an estimate in the absence of 
a statistical basis. As to materials, it may be useful to note the rough estimate 
of the president of the Osaka Meriyasu Cooperative Association that 60 per- 
cent of underwear produced is of cotton, 20 percent of rayon, and synthetic 
fibers, and 20 percent of wool. 

Enclosure No. 4 is a table compiled by the Osaka Chamber of Commerce and 
Industry showing quantities of various fabrics consumed in May 1952 by com- 
panies producing finished knitted products. This table shows that 90.1 per- 
cent of the fabrics so consumed (for all types of knitted products) were cotton, 
about 6 pereent were rayon, and less than one-half of 1 percent were wool. 
From the two sets of figures it is reasonable to conclude that cotton products 
predominate. 

Useful perhaps is the estimate of an Osaka association source that with 
respect to men’s knitted underwear, 70 percent of production is in shirts, and 
30 percent in drawers. It also seems to be generally agreed that T-shirts and 
sleeveless athletic shirts predominate, but there is no basis for even esti- 
mating what part of total underwear production these two items comprise. 
It was also estimated, again without statistical evidence or support, that light- 
weight underwear production far exceeds that of winter underwear of long 
sleeves and long legs. 

All sources are extremely reluctant to undertake estimates or even guesses 
with respect to production costs. The best figure that could be obtained was 
a rough estimate by the president of the Osaka Meriyasu Cooperative Associa- 
tion with respect to T-shirts, as follows: 


Percent of 
production, cost 


Raw materials 


Overhead * 
1 All factors, including profit, other than raw material and labor. 
Productivity 


Enclosure No. 5 is a table compiled by the Osaka Chamber of Commerce and 
Industry showing for 1952 estimated productivity per plant and per worker 
according to the size of plants. The figures are divided to reflect productivity 
in the processing of primary knitted material and in the making of finished 
products. It is most interesting to observe that productivity per worker is 
generally higher in plants with a small number of workers. 


EQUIPMENT 


Hnclosure No. 2, reflecting the best available data regarding the number of 
machines in the Japanese knitted-goods industry, has previously been cited. 

According to the president of the Osaka Meriyasu Cooperative Association, 
knitting machines employed in Japan are almost exclusively of Japanese manu- 
facture. An official of the president’s company, during a tour of the plant on 
February 1, stated that while installed machines are relatively old, machines of 
later manufacture offer little advantage in terms of efficiency. He also stated 
that with the exception of parts which can be and are easily replaced, the life 
of knitting machines is virtually unlimited. Therefore from the standpoint of 
equipment, but excluding reference to production processes and plant layouts 
(which are crude and antiquated), the industry’s equipment may be considered 
satisfactorily modern. 


WAGES 


Available information on wages is, on the whole, unsatisfactory. 

A notable factor is that the labor portion of the cost of production can hardly 
be calculated with respect to home industries. In some of these all labor is self- 
employed; in others there is some outside labor. Trade sources agreé that in 
neither case is the standard 48-hour workweek (8 hours per day, 6 days per week) 
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observed. The standard workweek is fairly well observed in the larger com- 
panies. In smaller companies that employ outside labor, monthly wage income is 
probably as high as in larger companies, but work hours may extend to 10 or 12 
hours per day. While calculation of labor costs for home-industry production 
is virtually impossible, it may be noted that little if any of such production 
finds its way to the United States or other export markets. 

Wage levels in larger companies appear to be at a minimum ¥6,500* per month 
and as high as ¥30,000 per month. So far as can be determined wages are rather 
loosely, if at all, related to specific tasks. The practice of the Nippin Meriyasu 
Co. of Osaka is probably representative. The highest paid employees in this 
firm are mechanics who set, adjust, and repair knitting and sewing machines. 
Wages for such workers were said to range from ¥20,000 to ¥30,000 per month 
depending on length of service and individual efficiency. Cutters, of which two 
were working while 60 sewing machines were operating, average from ¥15,000 
to ¥20,000 per month. Ordinary operatives (knitting-machine operators) earn 
trom ¥6,500 to ¥25,000 per month depending on skill, efficiency, and length of 
service. These are paid a basic wage to which is added an additional sum based 
on individual output. The company stated that this factor is so variable that 
it could not attempt to furnish any useful figure as to what it might total. How- 
ever, it seems a fair assumption that two-thirds of the operatives receive total 
eash wages of between ¥7,000 and ¥9,000 per month and one-third receive higher 
total cash wages ranging to as much as ¥25,000 or ¥30,000 per month. 

In other than home industries, to the cash wage must be added a factor of 
about 15 percent for fringe benefits, including unemployment and health insur- 
ane*, annual bonuses, transportation to and from work, food furnished on the 
job, :wo company outings per year, and in some cases expenditures for recrea- 
tion facilities and equipment. The dormitory system, in which quarters are 
furnished to operatives, generally does not apply in the knitted-goods industry. 


EXPORTS 


Industry sources state that while production of knitted goods has increased in 
the postwar period, exports total probably no more than 25 percent of those 
in the prewar period. In the absence of export statistics in Osaka for this 
commodity, no other comparison of postwar and prewar exports of knitted goods 
can be offered. Comparison of exports shown in enclosure No. 6 and production 
shown in enclosure No. 3 reveals that 9.2 percent of underwear produced in 
1952 was exported. 

Export statistics of the Customs Division, Ministry of Finance, group knitted 
underwear and knitted nightwear in a single category. Enclosure No. 6 shows 
annual totals of such exports by geographic areas and by types of materials for 
1952 and 1953. Exports of cotton underwear and nightwear for the first half 
of 1954 are also shown. (Statistics for 1954 exports of other types of underwear 
and nightwear are not now available in Osaka; according to the Osaka Customs 
House, they may be available in unpublished form in Tokyo. Statistics for cotton 
underwear and nightwear exports in the last half of 1954 will not be available 
in Osaka until about March 1.) 

More detailed export statistics, showing types of garments, are not available. 
When asked to estimate what share of total exports of the indicated category 
are accounted for by underwear and what share by nightwear, industry sources 
could offer litthe more than that most are underwear. They add that among 
underwear items, T-shirts and sleeveless athletic shirts predominate. This is 
especially true of exports to the United States. 

oe following summary conclusions can be drawn from information in enclo- 
sure No. 6: 

(1) In 1952 and 1953, quantitywise, cotton products comprised approximately 
70 percent of all underwear and nightwear exports. Rayon products accounted 
for about 30 percent. Only minute quantities of silk, wool, and other fiber 
products appear. 

(2) In 1952, Asia took 50 percent of all underwear and nightwear exports, 
Africa 43 percent, and North, Central, and South America 6 percent. Exports 
to the United States were very small. In 1953, exports to Asia again accounted 
for 50 percent of the total but exports to Africa dropped to 22 percent while 


1¥360 equals US$1. 
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the Americas took 27 percent. Exports to the United States in 1953 were 9 
percent of the total. 

(3) Exports to the United States are almost exclusively of cotton products 
and are increasing. 

While detailed statistics are not available, trade sources estimate that exports 
to the United States are predominantly of T-shirt and sleeveless athletic shirts. 
Between the two, T-shirt exports are greater. The 2 items together may account 
for 60 to 70 percent of knitted goods exports to the United States. 

As in the case of fabric shirts (see Kobe despatch No. 121 of October 26, 1954), 
the New York firm of Haddad & Sons occupies a predominant position in American 
imports of Japanese cotton knitted products. It appears that this firm’s imports 
of knitted T-shirt-type sport shirts exceeded its imports of underwear T-shirts. 
The Nippon Meriyasu Co., which is one of the larger suppliers of Haddad & Sons 
(that business is a major item in the company’s sales) estimates that Haddad & 
Sons alone may take as much as 60 percent of American imports of Japanese 
knitted cotton products, 

Officials of the Osaka Meriyasu Cooperative Association stress the careful 
inspections procedures which knitted exports must face. They commented that 
while MITI has fixed export inspection standards, they are the same for all desti- 
nations. The industry has voluntarily imposed its own standards by destina- 
tions. Because the United States market is so coveted, inspections standards 
for that market are very high. 

Trade sources agree that the low-quality products of small home industries 
are mostly consumed domestically since they generally fail to meet export stand- 
ards. They almost always fail to meet quality and export standards for the 
United States market. This would be significant in attempts of Government 
agencies in Washington to appraise production costs for United States imports 
from Japan. 


GENERAL 


Leaders in Japan’s knitted-goods industry are extremely anxious to solve the 
problem of current excess production capacity. To this end they are engaged 
in efforts to have MITI invoke, for the industry, article 29 of the Medium and 
Small Enterprises Stabilization Law. This provision of law authorizes MITI- 
designated industries to form cartels to control production on an industrywide 
basis, Establishment of production controls would, however, be only the first 
step. There would remain the problem of gaining compliance. Difficulties in 
this regard would include, (1) getting small home industries to join the adjust- 
ment associations through which control would be exercised, and (2) enforcing 
such controls as may be established. The president of the Osaka Meriyasu 
Cooperative Associations believes that production controls may be in effect by 
July 1, 1955. 

Like all small companies in Japan, those in the knitted-goods industry have 
suffered in the postwar period from extreme shortages of operating capital and 
have, therefore, been heavily dependent upon loans to stay in business. Small 
and financially weak companies have been the principal victims of deflationary 
financial policies pursued by the Government of Japan since October 1953. 
While the adverse effects of this policy are generally thought to have already 
run their course, small companies will remain vulnerable. 

The principal impediment to expansion of production and of exports will, for 
several years, remain that of limited export markets. An additional possibility 
is shrinking domestic demand under the impact of the Government’s stringent 
monetary policies, if these are continued. 

In this report reference has been made from time to time to a report on the 
knitted-goods industry compiled by the Osaka Chamber of Commerce and 
Industry. Such statistical data from this report as seemed to be pertinent 
has been included in this despatch. The chamber report contains other statistical 
information and textual discussion which has not been reported. The report 
is in Japanese and consist of 111 pages which might comprise 30 to 50 pages 
typewritten in English. 

Staff limitations preclude translation of the entire report by the consulate 
general. The Textiles and Clothing Division of the Department of Commerce 
is, however, informed of the existence of the report in the event it should desire 
for translation in Washington, the single copy available to this office. The 
title of the report is “Present Conditions and Problems of Medium and Small 
Size Export Enterprises: Knitted Goods.” It was published in January 1953 
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and pertains principally, but not exclusively, to the industry in Osaka Pre- 
fecture. In order that readers may better judge whether the report is desired 
for translation, the table of contents of the report is reproduced as enclosure 
No. 7. 
RaxtpeH J. BLAKE, 
American Consul General. 


ENCLOSURES 


SOURCES 


1. Mr. K. Nishimura, Secretary General, Osaka Meriyasu Cooperative Associa- 
tion, Osaka. 

2. Mr. T. Tanaka, Japan Knitted Goods Inspection Foundation, Osaka. 

3. Mr. 8S. Okazaki, president, Osaka Meriyasu Cooperative Association, and 
president, Nippon Meriyasu Company, Osaka. 

4. Mr. C. Yamada, director, Nippon Meriyasu Company, Osaka. 

5. Osaka Chamber of Commerce and Industry Report (cited at close of 
despatch). 

6. Mr. S. Mabuchi, Chief, Statistical Section, Osaka Customs House. 


ENcLosurE No. 1.—Table: Number of plants of members of Osaka Prefecture 
Meriyasu Adjustment Association, by size and types, Osaka Prefecture, Dec. 
$1, 1951 
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Subtable: Member companies, by number and type, Osaka Meriyasu Cooperative 
Association, 1952 


Corporations 
Limited corporations 
Partnerships 
Limited partnerships 
Sole proprietorships 


Source: Osaka Chamber of Commerce and Industry. 
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Enciosure No. 2.—Table: Members of adjustment associations and their equip- 
ment, Japanese Knitted Goods Industry (excluding vertically operated knitting 
machines* and manufacturers making only socks and gloves) 
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Wakayama. 306 lll 


BS 


_ 
er 


g| SEeeeeER 





Blo 


31, 938 24, 173 12, 419 | 


1 Most but not all firms engaged in the manufacture of knitted goods are members of adjustment asso- 
ciations. This table, therefore, should not be considered as encompassing the entire industry. It probably 
covers most of it. Vertical knitting machines are excluded because they are used principalig for the manu- 
facture of high quality silk and rayon knitted goods, and companies making such goods have formed a 
separate association as have those companies engaged only in the manufacture of knitted gloves and socks. 
It is estimated that there exist in Japan about 1,500 vertical knitting machines but it is doubtful that all are 
working. 

2 It is estimated that these figures cover only about 60 percent of horizontal knitting machines. This 
type of equipment is well adapted to small home industries many of which are not members of associations 
and whose equipment is not reported. However, trade sources state that such coroment is used principally 
~S knitting and that perhaps 70 percent of the production of such small home plants is in woolen 
products. 


Note.—(1) This information is as registered with the Japan Federation of Knitted Goods Adjustment 
Associations on Apr. 20, 1954. (2) The following information is furnished for Osaka prefecture adjustment 
associations only: leaching capacity, 6,613,760 pounds per month; rolling machines, 170; carding machines, 
150. 


Source: Osaka Knitted Goods Processing Industry Cooperative Association. 


JNCLOSURE No. 3.—Table: Postwar monthly knitied goods production compared 
with prewar, Japan 


Monthly average 1936-38 Month of September 1952 


National | Osaka | Osaka National Osaka Osaka 


| | 


| Percent 

Underwear ! ‘ _.| 490,610 dozen__ . 6 | 968,000 dozen_.| 425,028 dozen__ 43.9 
1,957,500 . 2 2 () 

Socks and stockings... 5.2 
2) 

3.6 
@) 

8 


Gloves 


1 Probably includes nightwear. 
2 Not enable. - 


Source: Osaka Chamber of Commerce and{Industry. 
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ENcLosuRE No. 4.—T able: Quantities of knitted fabrics consumed by fabricators 
(sewers of finished apparel), by types 


Pounds | Percent 


National (month of May Osaka Prefecture (average 
1952): ay 1950): 


oo 
PNyN 


ep, . 
ee 


3 


Source: Osaka Chamber of Commerce and Industry. 


ENcLOosuRE No. 5.—T able: Productivity estimates, Osaka prefecture knitted goods 
industry, 1952 


Average AV. u Average 
monthly pro- erage nUm~- | monthly pro 
Size of plant by number of workers duetion per ber : =" duetion per- 


na enero aiid tate al eine 
Below 4 


49. 
69. 
97. 
00. 
69. 
120. 


Source: Osaka Chamber of Commerce and Industry. 
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ENcLosure No. 6.—Table: Japanese exports, knitted underwear and nightwear, 
by fiber types, indicated periods (in dozens and thousands of yen) 


1952 1953 ist half 1954 


TT 


Dozen | 1,000 yen | 1,000 yen} Dozen | 1,000 yen 


Cotton: 
ASD. cn cc cnnuncdieennsteregigieenta 426,771 | 303,014 623, 548 | 280, 426 
z 2, 306 2, 869 1 1 2, 205 
AUROFTOOM .. atic ceskuacdembincoadeeaiadeen 36, 742 30, 170 194,643 | 341,514 
(United States of America) (8, 300) i (82, 125)| (80, 100) | 
(Mexico) (27, 718)| (209, 165) | 


Africa. ...------cennonnonnnnnenennnnans 111,345 | 103, 630 
Oceania 937 > 769 | 


Total 721,559 | 614, 495 /|1, 144,047 3,979 | 728, 544 | 
Pure and blended silk: ee ee 


() 
(1) 
Americas 56: : (1) 
(United States of America) ; (1) 
AfLiC8. .n.. cc cnccewccncsinebasccesndecces 3 3 29 : () 
QCORI IR <i canacindtenbsiiiibetrehbleciemnerb lee gainiecarcn 


Total... ncccsnncemsitoconguebansasaes 3, 865 








Pure and blended rayon and synthetic 


fibers: 





108,197 | 119,049 | 114,146 
Europe 394 244 1, 785 
Americas 32, 298 21, 857 69, 913 
(United States of America) (155) (365) 
Africa 7 214, 532 218, 036 
Occania 817 725 





Total ; 345, 647 | 409, 508 | 


Pure and blended wool: | 
ADB. 2. ov cnkiuse <ssueeetioeseenenedas 
Europe 
Americas 
(U anee States of America) 














1,075, 556 | 967,792 |1, 557, 736 1,316, 820 | 


1 Not presently available in Osaka. 
Source: Customs Division, Ministry of Finance, 
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ENCLOSURE No. 7 


TirLe OF REPORT: PRESENT CONDITION AND PROBLEMS OF MEDIUM AND SMALL-SIZE 
EXPORT ENTERPRISES: KNITTED Goops. 


I. General discussion : 
1. Outline of industry 
2. Characteristic of Osaka knitted goods industry 
3. Kinds and characteristics of products 
4. Principal manufacturing districts in Osaka 
II. Present conditions: 
1. Production : 
(a) General discussion of manufacturing units and production 
(1) Number of companies 
(2) Number of plants 
(3) Number of laborers 
(4) Discussion, optimum size of manufacturing units 
(5) Production statistics 
(6) Production capacity 
2. Sales, with particular reference to exports: 
(a) Exports 
(b) Markets 
Ill. Problems 
IV. Conclusions 

Source: Prepared and published by statistical and research department, Osaka Chamber 
of Commerce and Industry. 

Mr. Cuenry. The Japanese average earnings per worker are about 
11 cents per hour. Those in the United States in our industry run 
from $1.25 to $1.50 an hour. I would like to read only one more thing 
before I quit and it is a rather delicate thing but I think it should 
come out. 

Mr. Oliver described the Japanese articles as good, but not as good as 
their British counterparts but he said arguments as to the difference 
in quality carried little weight with the average buyer in the United 
States when the latter saw the difference on the price tag. 

So, you can see the lion and the jackal are already fighting over 
our carcass in this country. 

On January 26, I read Mr. C. P. Trussell’s Washington dispatch to 
the New York Times headed “Senate Unit Cites Korea War n— 
Applying it in Formosa Urged as Inquiry Hints Subversion in Curbs 
on Five Chiefs.” 

The story went on to state that the Senate Subcommittee on Inter- 
national Security reported that five principal commanders in land, 
sea, and air operations in Korea had sworn that their plans for deci- 
sive drives were ruled out from Washington. 

These commanders expressed the belief that “possible subversion” 
has had a hand, among other things, in the soft pedaling of military 
decision to knock out the enemy and chase him out of Korea. The 
Senate subcommittee report, went on to say: 


Aithough, as the report stated, the former commanders were unable to make 
specific charges of subversion, the subcommittee seemed to feel that they had 
“supplied some clues to subversion in Government departments,” 

It expressed hope that the investigation would continue to a point to “encom- 
pass the source from which their (the former commanders) orders were re- 
ceived.” As possible sources the report mentioned the Pentagon, the State 
Department, spokesmen for the allies and “certain ambassadors.” These Sena- 
tors signed the report: Mr. Jenner, the retiring chairman; Arthur V. Watkins, 
of Utah; Herman Welker, of Idaho; and John Marshall Butler, of Maryland, 
Republicans ; and James O. Eastland, of Mississippi; Olin D. Johnston, of South 
Carolina ; and John L. McClellan, of Arkansas, Democrats. 
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[ also recalled that in the testimony of our friend ; 

Senator MuaiKin. What has that to do with subversion—I have 
itten thrown off the track somewhere. ; 

Mr. Cuenry. Lam coming tothat. Whittaker Chambers in his tes- 
timony which convicted Alger Hiss stated that only one Communist 
outfit had been discovered and another still big one still existed. How- 
ever, L am not charging subversion or anything. I am coming to the 
olnt. 

In the first place, if I were a subversive, I would not attack or en- 
danger our supplies of airplanes, guns, ammunition, medicine, or food. 

If this were happening it would be immediately apparent to the 
public and to Congress. But an attack on that great element of neces- 
sity in fighting a war, clothing, might not be understood by our public 
or our Congress quite as rapidly. Our troops have been well clothed 
since Valley Forge and since General Lee’s men marched away from 
Appomattox. 

We accept clothimg as usual—but—if you will stop and think a 
moment, you will realize that no matter what guns, ammunition, and 
leadership you give an army, it can’t fight without clothing. 

As an histenie example: After we had suffered our reverses in the 
Battle of the Bulge, of World War I11—General Eisenhower and his 
people called upon our industry for the delivery of 67 million under- 
shirts in 3 months. 

Luckily we had a sound industry, but we had to throw every under- 
wear mill in the United States into the breach. 

And we did it, even though some people in the OPA refused to al- 
low prices to some mills which would have returned their costs, but to 
their eternal credit, those mills turned out the goods at a real loss to 
themselves. 

Now let’s consider the things that have occurred. 

In the first. place, Mr. Eisenhower, sparked by someone, has issued 
orders that a poster be placed in every factory working on Govern- 
ment contracts. 

These posters state that the factory management have agreed to hire 
anyone who applies regardless of race or color. In addition the Presi- 
dent has mae to be issued leaflets telling people how to prosecute 
violators. Now of course this is not the time and place to discuss 
segregation or the right of people to jobs. I am only calling your 
attention to results. 

I have heard that. some mills located in the South have called in 
their employees, shown them the posters and asked if the employees 
objected to the posting of them. 

Tn every instance the employees have stated they would walk out if 
the placards were put up. Now, mark you, this is not mill manage- 
ment speaking, but the working people themselves. 

The greater part of the underwear industry is in the South, the 
greatest suppliers and the greatest potential suppliers of service un- 

erwear are in the South. 

So probably no more Government contracts will be taken in the 
South—not because of mill management but because of the working 
people themselves, 

This means that the few northern mills left will get the Govern- 
ment business. They are the higher cost mills and will be put out of 
business first and quickest by this Japanese competition. 


o 
£¢ 
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Another ruling has gone out if foreign bidders bid no lower than 
6 percent for underwear made for the Army the foreigner gets the 
business. 

I want to show you samples of Army issue underwear. This is 
more of the type made by the mills in Utah. 

Senator Mriuir«rn. I am still waiting to hear about the subversion. 

Mr. Cuenry. I am coming to it, sir. That underwear cannot be 
made on the machines usually used for civilian underwear. The yarn 
requires special treatment. It is a special type of knitting machine, 
10-11 cut. The cloth needs to have special handling. 

What I am getting at is this: With the foreigners’ right to take 
contracts for that underwear, if his bid is not more than 6 percent 
below our own bids and you have seen Japanese prices, you know who 
is going to get that business when they go after it. 

Next, you have seen these posters and whereas that little folder, 
not only must those posters be put in the mills but the little folder 
which tells the people how they can prosecute the manufacturer if 
the manufacturer does not hire them properly. 

All of this adds up to this situation that the mills best equipped and 
with the most machinery, ready to make Army and Navy and service 
underwear, they will not bid on Government contracts. They will 
get rid of their machinery, because there will be no opportunity for 
them to get business for their machinery from the Govelumens in 
the future. 

That will mean, in my opinion, that when the clutch comes, it will 
be very hard for us in case of war to find production of underwear 
suitable for Army purposes. 

I am not saying that there is subversion there, but that is what it 
adds up to, all of these things added together. 

Senator Mrturcry. It may be just stupidity. I have considerable 
sympathy with these things you have said. The things you are re- 
ferring to may represent stupidity, but I have yet to see any evidence 
that it rerzesents subversion. 

Mr. Cueney. Let’s forget that angle. 

Senator Miiir«r. I can’t do anything about stupidity. I may 
be guilty of it myself, but I could do something about subversion. 

Mr. Cueney. I may be stupid in saying so, if so I withdraw it. 
But that is the net result of what has happened. 

I would like to make these recommendations: That provision be 
made if H. R. 1 becomes law to provide severance pay for (1) under- 
wear mill employees; (2) yarn mill employees; (3) knitting machine 
factory employees; (4) sewing machine factory employees; and (5) 
all other working people severed from their jobs because of H.R. 1, 
because this job ass will not be due to their fault or that of their 
employees, but to action by the Federal Government, and, therefore, 
the Federal Government should pay for that loss. 

To reimburse, over a term of years, the cottongrower and the wool- 
grower for their loss of markets, due to this Federal action. 

To purchase (1) the machinery rendered idle and useless in this 
country by this bill, and (2) the oe made useless by it. 

I believe this is quite important. If the law is passed, that the 


operation of the law be taken out of the hands of the State Depart- 
ment and given to the Department of Commerce. 
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The British who have had long experience in diplomacy and in 
trade have put the operation of this reciprocal trade treaty affair 
in the hands of their board of commerce, corresponding roughly to 
our Department of Commerce. 

I believe that our commercial attachés should be removed from 
the jurisdiction of the State Department and returned to the Depart- 
ment of Commerce. 

That the United States Tariff Commission finally determine in all 
events what tariffs should be changed and whether they shall be 
increased or decreased. 

The need for this last proviso is self-evident. While the bill says 
that the President shall do this and do that, we know full well that 
the doing or undoing will be left to clerks in the State Department 
who are and will remain anonymous. This method, of course, is a 
denial of representative government and of responsible government. 
The Tariff Commission on the other hand, must operate in the open, 
and can be held accountable for their mistakes and misdeeds. 

Thank you very much gentlemen. 

Senator Bennerr. Questions, Senator Millikin ? 

Senator Mruur«xr. No questions, 

Senator Bennerr. I think we would be wise to return these to you 
because we can only put words into the record. We have been inter- 
ested in seeing them but that is the only use we can make of them. 

Mr. Cueney. There are no questions 

Senator Bennett. No questions. 

Senator Mrrurxrn. No questions, 

Senator Bennett. We have a submitted statement from the Glove 
Work Institute. Do you wish that placed in the record ? 

Senator Minium. Yes, sir. 

Senator Bennerr. It will be placed in the record. 

(The document referred to is as follows :) 


Brizr PRESENTED BY THE WorRK GLOvE INstitTuTE, INC. 


My name is John T. Daly, Jr., assistant to Mr. Roy A. Cheney, consultant for 
the Work Glove Institute, Inc., a trade association whose 52 members constitute 
approximately 90 percent of the work-glove manufacturers in the United States, 
as well as 90 percent of the production. Most of our members, with the exception 
of 4 or 5 of the largest, are fairly small in size, and located for the most part in 
small towns. Their production consists chiefly of gloves and mittens made from 
eanton flannel (canvas), jewelry, and a combination of leather and fabric. 

To the working men and women in the many industries which require manual 
effort, work gloves afford protection to their hands, and assist them as well in 
the routine performance of their work. The demand for work gloves by the 
armed services during World War II was considerable. Our industry kept pace 
with this demand, shipping to the military over 2 million dozen pairs of work 
gloves, The industry continues to fullfill the peacetime needs of the various 
military branches. 

The work-glove industry is located chiefly in the Midwest, Other plants are 
scattered throughout the United States. Our industry is deeply concerned about 
the trade bill now before you, as it shall always be concerned about any law that 
may affect its well-being. 

We feel very strongly that the proposals embodied in H. R. 1 are weak, unfair, 
congressionally uncontrollable, and conceivably the means of effecting irrepar- 
able damage to many American workers and American industries. We just 
cannot understand this great desire on the part of the administration to weaken 
— tariff structure which has afforded to American industries the protection 
they need. 

With a law such as H. R. 1 on the books, the well-being of large groups of 
American workers will be dependent upon whatever feelings may be expressed 
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by one man—the President of the United States. He will only have to say to 
Congress that his decision on a tariff reduction is in the “national interest,” 
notwithstanding any recommendations made by the Tariff Commission in behalf 
of an aggrieved industry. 

It appears to us that the administration, through H. R. 1, is attempting to 
supplement the tremendously expensive and burdensome foreign-assistance pro- 
gram of the last decade. All of the American taxpayers footed the bill in this 
instance. But H. R. 1 would not be so kind. It would place the burden on a 
selective basis. It would trade an American worker’s job for that of some for- 
eigner’s. We believe the Jap or the German or any other foreigner should be given 
no more assurance of full employment than our own people. 

On the matter of foreign wages, we do not believe that H. R. 1 gives adequate 
consideration to the harmful effects which exports to this country from low-wage 
foreign nations have on American products. American workers are the highest 
paid in the world. Should this be made a penalty for achieving a high standard 
of living? 

If you permit tariffs to be reduced further in the manner set forth in H. R. 1, 
you will be doing just that. You will be making it possible for low-wage foreign 
countries to price our goods out of our own markets. The work-glove industry 
has been experiencing the same depressed conditions which its bigger brothers in 
the textile and apparel industries have been experiencing during the past several 
years. The years following World War II were of growth—in industrial capacity, 
investment, and employment. The needs of a people no longer at war had to be 
satisfied. A high level of defense production had to be maintained as well. 

This industrial upsurge did not bring about an increased demand for work 
gloves. On the contrary, both production and shipments have steadily fallen off. 
Production has dropped from a level of 16,246,462 dozen pairs in 1953 to 15,051,778 
dozen pairs in 1954, or a decrease of 7.4 percent. Total shipments in 1954 were 
4 percent under 1953, also 4 percent under 1952, and 7 percent under 1951. 

Dollarwise, the industry has also been losing ground. There have been suc- 
cessive declines in dollar shipments for each of the years 1951, 1952, 1953, and 
1954. The value of shipments in 1954 was 21.6 percent under 1951, 11.4 percent 
under 1952, and 10.4 percent under 1953. This decrease in the dollar value of 
shipments does not merely reflect the decrease in the volume of work gloyes 
shipped. Actually, the average amount received per dozen pairs of gloves dropped 
appreciatbly during the same period. In 1951 the average amount received per 
dozen pairs was $4.15; in 1952 and 1953, $3.85; and in 1954 a low of $3.54, or, 
14.5 percent under the 1951 average. There has been no comparable decrease in 
the cost of production during that same period. The cost of labor, on the 
contrary, has risen—as it has in nearly all industries—and the decreased volume 
of gloves produced and shipped has added appreciably to the cost of production. 
Yet the dollar value received per dozen pairs of gloves continues on a downward 
trend. The possible threat to our industry in the form of lower tariffs could 
be a serious one. 

I have here one of the types of gloves made in our industry. It is a combina- 
tion of leather and fabric and commonly referred to as a leather-palm glove. 
This particular glove retails for about 79 cents a pair. A comparable pair of 
a which retails for about 29 cents is being imported into this country from 
Mexico. 

I would like to make the same recommendations, which were just made to 
you by Mr. Cheney in behalf of the Underwear Institute, in the event H. R. 1 
becomes law. 

I. That provision be made in it to provide severence pay for (1) underwear- 
mill employees, (2) yarn-mill employees, (3) knitting machine factory employees, 
(4) sewing machine factory employees, and (5) all other working people severed 
from their jobs because of H. R. 1—because—this job loss will not be due to their 
fault or that of their employers, but to action by the Federal Government and 
therefore the Federal Government should pay for that loss. 

II. To reimburse, over a term of years, the cottongrower and the woolgrower 
for their loss of markets, due to this Federal action. 

III. To purchase (1) the machinery rendered idle and useless in this country 
by this bill, and (2) the buildings made-useless by it. 

IV. (a) That the operation of the law be taken out of the hands of the State 
Department and given to the Department of Commerce. 

(b) That our commercial attachés be removed from the jurisdiction of the 
State Department and returned to the Department of Commerce. 
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Vv. That the United States Tariff Commission finally determine in all events 
what tariffs shall be changed and whether they shall be increased or decreased. 
The need for this last proviso is self-evident. While the bill says that the Presi- 
dent shall do this and do that, we know full well that the doing or undoing will 
be left to the clerks in the State Department who are and will be anonymous. 
This method, of course, is a denial of representative government and of respon- 
sible government. The Tariff Commission on the other hand, must operate in 
the open, and can be held accountable for their mistakes and misdeeds. 

Senator Bennett. Miss Irene Blunt, executive director of the Na- 
tional Federation of Textiles. 

We are happy to have you with us, Miss Blunt. “We will be glad 
to listen to your testimony. 

Miss Buunt. Thank you. 


STATEMENT OF IRENE BLUNT, THE NATIONAL FEDERATION OF 
TEXTILES, INC. 


Miss Biunr. Thank you. 

My name is Irene Blunt, executive director of the National Federa- 
tion of Textiles, Inc., a trade association organized in 1872 by the silk 
manufacturers of this country, and now representing manufacturers of 
fabrics made of silk and manmade fibers. We are a branch of the tex- 
tile industry. The member mills own about 75 percent of the total 
capacity production in this branch of the textile industry, as reported 
by United States Bureau of Census. Our members employ about 
75,000 people in 289 plants located from Maine to Georgia. 

As requested, Senator, I will not repeat any of the statistics and data 
that we submitted at the Ways and Means Committee but I would like 


to speak to you this afternoon on our general feeling regarding our 
policy on the regulation of foreign trade, which has not been so stated 
previously. 

My statement in ao to the reciprocal trade agreements program 


is based on personal observations of its workings since the inception 
of the act in 1934. I was present at the hearing in April and May 
of that year before your committee, and I have appeared since then 
at sessions of the Committee on Reciprocity Information, as well as at 
the hearings on renewal of the act. 

Apprehension that we expressed at the outset over the feasibility of 
this radical change in the handling of our foreign trade relationships, 
has been more than realized in the 20 years since. Mr. Horace B 
Cheney, who had had many years experience in appearing on behalf of 
his own silk manufacturing business, and in his industry in tariff 
matters, stated at the 1934 hearing that: 


When the administration of such a law as this is put into force it will not be 
President Roosevelt nor Secretary Hull who will formulate and draft the treaties 
and general policies on which industry will depend. Those will be chiefly done 
by persons of less responsibility and of less experience and, particularly, of less 
knowledge of the industries of the country as a whole. 

* * * The planning committee which was very influential in the forming of this 
legislation * * * has given its report indicating a belief that there are industries 
in this country which we would be better without, which sheuld be eliminated, 
and even some of their members went far as to provide an alternative for 
providing for the maintenance of the displaced population of New England on 
subsistence funds. * * * 


Twenty years ago, this statement was made and it sounds very 
familiar from the questions of some of the press reports we have seen 
in recent months. 
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In 1935, the avowed purpose of the act was to reduce unemployment. 
Instead, it has gradually caused unemployment among many of the 
vital domestic industries. In 1937, when the act was renewed for 3 
years, it was hailed as a means of preventing war—war broke out in 
1939, 2 years later. Now its avowed purpose, as stated in H. R. 1, is— 

* * * to expand foreign markets * * * to those branches of American produc- 
tion which require and are capable of developing such outlets. 
und giving the President of the United States authority to enter into 
foreign trade agreements— 
whenever he finds * * * that any existing duties or other import restric- 
tions * * * are unduly burdening and restricting the foreign trade of the United 
States. 
This, we maintain, is discriminatory legislation in that the effect on 
domestic industries is made subservient to the advancement of foreign 
industries and of United States manufacturers who wish to extend 
their export business. 

We contend further that the present program, as it has been carried 
out through 20 years, is a threat to the national security of the United 
States. The concessions have resulted chiefly in giving to other coun- 
tries the opportunity to supply some of our more basic needs—cloth- 
ing and other textile products are an example. With the world in the 
state of upheaval that it is, we can think of no greater favor to un- 
friendly nations than to strip away our much envied ability for self- 
containment of our essential needs. 

To summarize our position in respect to the Reciprocal Trade Agree- 
ments Act: 

1. We believe, in the 20-years trial of the program, it has not ac- 
complished its stated purposes. It is, in fact, endangering the wel- 
fare of our country and its citizens by tearing down the industries 
supplying our basic needs. It is endangering the livelihood of those 
engaged in those industries, and especially in those industries which 
are the largest employers of labor, and the stronghold of the small- 
business enterprises. That has been mentioned today by other speak- 
ers but it is particularly true in our branch of the industry where in 
one area, in eastern Pennsylvania, the average number of employees 
per plant is 72. 

2. We believe that the doctrine so widely espoused and preached by 
the State Department, that the free nations unite under a general 
agreement on tariffs and trade, is futile. The success of such an 
agrees depends not so much on a complete reduction of tariffs by 
all contracting parties, as upon complete currency convertibility and 
an international monetary standard. This is lacking in the world 


today. 
3. Wealso believe that the regulation of— 


the admission of foreign goods into the United States in accordance with the 
characteristics and needs of various branches of American production— 


as mentioned in the introduction to'H. R. 1, can best be administered 
by a special commission, the members of which are eee of the 


President of the United States,tonfirmed by the as are 
members of other commissions such as ICC, SEC, and the United 
States Tariff Commission, but we contend that an administration of 
foreign trade by unknown Government employees, as exemplified by 
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the 20-year operation of the Reciprocal Trade Agreements Act, is more 
representative of operations in a totalitarian state than it is of the 
democratic procedures of the United States. 

The present Committee on Trade Agreements which we understand 
is responsible for recommending to the President specific trade agree- 
ments, for framing their detailed content, and for supervising and 
directing the whole trade-agreements program, has no direct contact 
with the industries and workers affected by the agreements. 

A representative from the Department of State, to all intents and 
purposes, is the sole spokesman of our Government in these negotia- 
tions, and that representative is not a publicly appointed official, and 
he has no official contact with the industries affected. 

The Committee on Reciprocity Information, which the President 
has named to hold hearings for such industries, does hold those hear- 
ings but they have become a hollow gesture. No information is sup- 
plied to the Committee as to what concessions are to be offered. There 
is only a list of articles which may be considered. The impression 
carried away by those who have taken part in these hearings, especially 
those who oppose any further decreases in tariffs, is that they are talk- 
ing to deaf ears; that the members of the Committee are only going 
through the motions of being pore because they have to be. There 
is no feeling of discussing, in the American fashion, the pros and cons 
of a specific recommendation. Presenting information to that Com- 
mittee is somewhat like shooting arrows into the air. 

In October 1947 I was in Geneva, Switzerland, when I inquired 
about attending some of the sessions on the Geneva Trade Agreement 
then being held. I was informed that it was private meeting, that 
no industry people were permitted, and that all negotiations were 
handled by a State Department employee, unnamed. When I men- 
tioned this situation to some fellow textile people in European coun- 
tries, they said that the negotiators for their countries were people 
informed and experienced in the industries affected by the negotia- 
tions, and that delegations of representatives from these industries 
customarily accompanied their negotiating committee. 

4. We therefore ask your committee to amend H. R. 1 so as to: 

A. Provide for a duly ane joint commission named by the 
President and confirmed by the Congress, and consisting of men whose 
background and knowledge is equally representative of those who 
desire an export market and those whose major concern is for the 
domestic market. The duties of the commission should be: 

(1) Consideration of requests by other Government agencies, other 
countries, and industries desirous of entering into the foreign export 
market, for adjustment of tariff rates. 5 

(2) Public announcements of these requests and a hearing of all 
interested parties before the Commission in respect to the effect of 
such requests. 

(3) When this Commission is ready to make recommendations for 
specific provisions of trade agreements, there should be an equal 
opportunity to be heard after public announcements of the specific 
recommendations. 

(4) This Commission should also be the actual negotiating agency 
with the foreign governments, and the decision of the Commission, 
following the cane hearings, should be final. 
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B. The United States Tariff Commission should be named as an 
investigatory body to serve the new Commission : 

(1) It should be their duty to report to the Commission on the 
economic effects of any trade agreement. These economic facts should 
include not only the effect on the domestic industries, but also a study 
of the conditions surrounding the trade of the countries who will be 
entering into the agreement. 

(2) Provision should be made in the act that such investigations 
should consider specifically : That is, what we consider more important 
in connection with the Tariff Commission investigations which are 
not defined as present in the act or program. 

(a) Whether there is a downward trend in production, employ- 
ment, prices, profits, or wages in the domestic industries whose prod- 
ucts are being affected by the proposed tariff changes. 

(6) Relative differences in cost for labor and raw materials between 
the foreign and domestic articles, as we had originally in section 336. 

(c) Trends in imports as to relative increases in relation to domestic 
production. 

And now I would like to make this special mention : 

(d) The extent to which the countries most likely to benefit by the 
proposed agreements have: 

(1) Stabilized their currency. 

(2) Increased their production for domestic consumption. 

(3) Relationship of the standard of living in those countries to that 
of the United States. 

(4) The extent to which quotas, subsidies, licenses, or restrictive 
taxes are used to control the use of goods in those countries. 

C. Provision should be made for continuing the present a ents 
for a period of 3 years in order to avoid any interruption in -present 
foreign-trade relationships and to provide an opportunity for the new 
Commission to organize and become thoroughly familiar with condi- 
tions surrounding the 20-year operation of the program. 

D. No new agreements should be entered into within the 3-year 
veriod. Reports from abroad indicate that in every country affected 

y the trade agreements, production is booming—as you have been 
informed earlier today—and the additional 3 years’ experience with 
the present rates will provide a more adequate opportunity to deter- 
mine the economic ond political value of such agreements. 

Miss Buunv. I might mention here yesterday I received a copy of 
a document, issued by the Tariff Commission on tariff simplification 
study, which to me is as clear an indictment of the hodgepodge tariff 
situation we have in this country as anything I have ever read. By 
the time you read this and see the number of patches we have put on 
the original suit of clothes that we gave the tariff plan in 1930, you 
feel it is high time to sit down and really look at this whole ealtiet 
right straight in the eye and try to devise a plan that has some dignity 
and logic to it. 

The Commission, to my mind, has brought out whether they in- 
tended to do so or not, very tragically me has happened by the 
series of trade agreements conducted by people who knew very little 
about. the economics, or cared less, of the country and who simply 
slapped one adjustment on another until we have nothing reasonable 
or logical about our whole tariff plan. 
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I certainly would recommend to anyone who is studying this 
situation. 

The proposed plan will provide the opportunity desired by sup- 
porters of the Reciprocal Trade Agreements Act to enter into such 
agreements for the expansion of their export trade; and, at the 
same time, will provide domestic industries affected by such agree- 
ments the opportunity to know what those concessions are to be, 
and to have an open discussion before men whose responsibility for 
making the decisions is known and recognized. 

I thank you. 

Senator Bennetr. Any questions? 

Senator Muirkrn. No questions. 

Senator Bennett. I would observe that it is your recommendation 
that we make a new suit of clothes and we make it with American 
textiles. 

Miss Biunt. I recommend that very highly. 

Senator Bennerr. Mr. Arthur M. Klurfeld, executive director of 
the Textile Fabrics Association. 


STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, 
TEXTILE FABRICS ASSOCIATION 


Mr. Kuurrevo. Mr. Chairman and members of the committee, 
I appear here today as executive director of the Textile Fabrics 
Association of New York which is composed of both large and small 
converters of cotton textile fabrics as fell as integrated firms who 


manufacture the fabrics in the greige and also finish them. The 
members of this association produce over 85 percent of all cotton 
fabrics finished in the United States. 

By way of background, I might state that I have had considerable 
experience in the tariff field, both as an attorney with the Bureau of 
Customs, in Washington, and as counsel for several industries for a 
number of years. 

As requested, I do not intend to repeat any of the data or argu- 
ments made by me before the House Ways and Means Committee with 
respect to this bill. At that time we registereed our opposition to 
the bill both on substantive and technical grounds insofar as it gives 
the President authority to lower existing duties on cotton fabrics. 

In the course of the consideration of the bill before the House, 
Government spokesmen stated that the administration did not intend 
to injure domestic industries by lowering tariffs substantially under 
the powers granted to the Executive under H. R. 1. This was in 
answer to testimony from numerous witnesses in many industries that 
they feared competition from Japan if tariffs are lowered on products 
produced in that country. The most comprehensive statement of 
the position of the administration is that made by Secretary of State 
Dulles before the Ways and Means Committee of the House which 
appears on page 89 of the transcript of the hearings before that com- 
mittee on H. R. 1. Mr. Dulles answered as follows to a question put 
to him by Congressman McCarthy : 

Mr. McCarrny. Is it safe to assume that we hope to exchange principally 


agricultural commodities for Japanese manufactures, and an increased excharige 
will be a result of this treaty? 
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Secretary DuLies. I would say that what we hope from this negotiation, Gon- 
gressman, is to find, if we can, markets for Japanese goods primarily outside 
of the United States, and which will promote our trade and commerce, but 
primarily through triangular, multilateral operations, rather than by direct 
operations. There is not much in the way of Japanese manufactured goods 
that we really want in this country. There are plently of places in the world 
which are in very great need of the kind of goods that Japan can manufacture 
and produce. Japan does need many of our commodities that we export, such 
as cotton and wheat. The art is to try to find a way whereby Japan can take 
from us what she needs, whereby other countries can take from Japan what 
they need. Japan produces and they, in turn, perhaps give us what we need. 

In other words, I see the future of that, or the success of it, as result- 
ing more from the possibility of developing, broadly speaking, the 
world market for Japanese goods rather than upon our creating a 
market here to take more of the Japanese manufactures. 

We recognize this was not an unequivocal statement, but it was 
intended to allay the fears of such industries as the cotton-textile 
industry of possible injury from Japan as a result of lowering of 
tariffs. As we understand it, the administration hopes to get other 
countries such as Britain to open her colonial possessions to Jap- 
anese textiles and other products and our Government, in turn, will 
give Britain concessions on products that she desires to export to the 
United States. 

While this statement of the Secretary of State is intended to be 
reassuring, we derive no comfort from it, in view of actions already 
taken by the State Department and events that have occurred since 
the Secretary of State appeared before the Ways and Means Com- 
mittee. 

We have no doubt of the sincerity of the Secretary of State that 
our negotiators at Geneva will endeavor to follow out the master 
plan he outlined in the statement quoted above. However, there is 
already evidence that this plan is doomed to failure. The textile 
industry in Britain is apparently already experiencing a severe loss 
of its export markets as a result of Japanese and Indian competition. 
In a dispatch from London dated March 9, 1955, which appeared 
in the Daily News Record of March 10, 1955, the bap me of the 
board of trade in Britain was quoted as follows in relation to imports 
of cotton fabrics: 


However, no measure to limit imports will solve the problem. The great 
cause of the present position lies in the fact that exports of British cloth in 
1954 were down 70 million yards from the previous year and 270 million yards 
from 1949. Lancashire has been hit in the colonial markets by competition 
from India and Japan and in the Commonwealth markets by increasing domestic 
production capacity and protective tariff barriers. 

One of the great changes of the last 25 years in the textile industry is that 
India is now an exporter rather than an importer of cotton goods. Australit, 
imports from Japan but she must if she expects Japan to buy her raw wool. 
We cannot control situations in third markets. 


If the textile industry in Britain is already losing its colonial 
markets to Japan under present tariff rates in those markets, is it 
reasonable to assume that Britain will to a lowering of the 
tariffs in those colonial markets in order to help the textile atoitiel in 
Japan? Britain, too, as Japan, must export if she is to live. Surely 
her own sense of survival, insofar as exports of textiles are concerned 
to her colonies, will prompt her to refuse to go along with the plan 
proposed by our Secretary of State. 
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If we are correct in that conclusion, it is most reasonable to assume 
that other textile-producing countries such as France and Belgium 
would take a similar stand to that of Britain in retaining their export 
market for textiles in their colonial possessions, if possible. Since 
our Government pledges itself in this bill to expand the export mar- 
kets for products of Japan, it follows inevitably that the administra- 
tion will then have to lower the tariffs in this country for products 
of that country, simply because it will be unable to create such markets 
for Japanese products in third countries. 

That, in our opinion, accounts for the fact that the administration 
included cotton textiles in the list of commodities published on No- 
vember 16, 1954, as to which it intends to negotiate a trade agreement 
with Japan. On the face of it, the inclusion of cotton textiles in that 
list is inconsistent with the expressed statement of policy made by 
the Secretary of State that our Government intends to find a market 
for Japanese manufactures in other countries. Our fear is that our 
Government will not find that market for Japanese textiles in third 
countries and will then use the power granted under subsection (2) 
(E) on pages 5 and 6 of the bill. It must be remembered that this 
provision would give the President authority to decrease existing rates 
of duty on cotton textiles by 50 percent and an additional 15 percent 
of those rates existing on July 1, 1955. 

If the administration does not intend to do serious injury to such 
un important industry in our economy as the textile industry, we see 
no reason why the Congress should give the President the power to 
reduce duties on cotton textiles from Japan by an amount that would 
without question ruin the textile industry. We fully understand and 
appreciate the desire of the administration to build up the economy 
of Japan to prevent, if possible, that country from becoming a satellite 
of Russia. No one can quarrel with this objective, but we believe that 
the Japanese textile industry needs no further incentive in the way of 
lower tariffs in order to find a market for her textiles both in this 
country and elsewhere in the world. Japan in a short space of time 
has already become the leading exporter of cotton textiles in the world 
under present tariff rates. She has also stepped up her exports of 
cotton textiles to this country very substantially in the past year. 
The truth is, her ability to sell her cotton textiles in the United States 
and in the world neh is only limited by her productive capacity 
and not by reason of present tariff rates. 

In keeping with the pledge of this and past administrations to pre- 
vent any domestic industry from being seriously injured by increased 
imports as a result of lower tariffs, an escape clause was first inserted 
in individual trade agreements and then made an integral part of 
the Trade Agreements Extension Act. The record of the various 
proceedings under the escape-clause provision clearly indicates that 
industries time and again made out a clear case of injury to the satis- 
faction of the Tariff Commission, only to find that the President 
reversed the action of that Commission. 

The result has been that industry in general, in competition with 
imported products in this country, has lost confidence in the manner 
in which this provision has been administered and can no longer 
look toward it as a means of redress against unfair competition from 
abroad. In effect, the escape-clause provision is but an example of 
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the familiar rule that the authority that administers a law should not 
also be permitted to decide cases whose effect. would be to undo prior 
acts of that authority. In other words, it is unreasonable to expect 
that the executive branch of the Government, having negotiated lower 
tariff rates with other countries, will permit its actions to be reversed 
under escape-clause proceedings, except under the most extraordinary 
circumstances. 

Perhaps the best illustration of the present thinking of the executive 
branch of the Government in relation to the escape clause is the deci- 
sion made in the Swiss watch-movement case. The evidence was clear 
as to the serious injury to the domestic watch industry resulting from 
very substantial imports of Swiss watch movements. However, that 
apparently was not enough to warrant granting the domestic industry 
relief. The President had to find that the skills of the workers em- 
ployed by the three remaining domestic watch producers were essential 
io the national defense before he would grant the plea of those pro- 
ducers for higher tariff rates. 

If that is to be the sole criterion under which domestic industries 
will receive relief under the escape clause, in our opinion, few if any 
industries can look to the escape + Bon as a source of relief in the event 
of serious injury. We submit it would be better that industries not be 
deluded into any false sense of hope from an escape clause proceeding 
by removing the provision altogether rather than have them find in 
practice that it is a remedy without actual relief. 

The administration made it clear when H. R. 1 was before the 
House that it strenuously opposed any strengthening of the escape 
clause that would limit the President’s authority to reverse the actions 
of the Tariff Commission. We find it strange that the administra- 
tion should be unwilling to give the Tariff Commission final authority 
in an escape-clause proceeding under the Trade Agreements Act and 
yet have gone along with the transfer of the authority from the 
Treasury Department to the Tariff Commission to determine injury 
under the Antidumping Act, as recently amended. Surely, if the 
Tariff Commission had done such a poor job in administering escape- 
clause proceedings under the Trade Agreements Act the admin- 
istration would not have consented to give that agency final author- 
ity to determine injury in dumping cases. It appears to us that the 
position of the administration with regard to the authority of the 
Tariff Commission under these two laws is inconsistent. 

At the hearings before the Ways and Means Committee on H. R. 1 
much was made of the fact that imports from Japan of cotton textiles 
and cotton-textile products represented only six-tenths of 1 percent 
of domestic production. These figures were apparently put forward 
in an effort to prove that the textile industry is making a mountain 
out of a molehill insofar as competition from Japanese textiles is 
concerned. This is but another example of the dangers of drawing 
conclusions from statistics without knowing all of the facts. The 
textile industry in this country has always been highly competitive 
and particularly so in the last 20 years. The result is that the market 
reacts violently to any offers of goods at lower prices, no matter how 
slight these changes in price may be and whether these offers repre- 
sent large yardage or not. Any businessman who has had any ex- 
perience in the cotton-textile industry knows that to be true. In fact, 
in a period when our economy is expanding and all other major 
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industries have experienced increased volume and profits, the textile 
industry is the only major industry whose profits have decreased. 
This merely emphasizes the keen competition that already exists in 
the textile industry. pte . 

The possible injury to the textile industry from Japanese textiles 
lies in the fact that Japan has the equipment to produce cotton fabrics 
of equal quality to ieee made here at prices which our industry 
cannot possibly meet. To grant Japan lower tariffs on cotton textiles 
would represent an open invitation to have her take over the American 
market for textiles to the extent of her productive capacity. The 
lowering of the tariff rates on cotton textiles or on apparel made from 
cotton fabrics would give Japan an immediate incentive to increase 
her productive capacity immensely. 

It is our considered view that the President is being given too 
broad an authority to lower tariffs under the proposed law, par- 
ticularly in view of the statement of spokesmen for the administration 
that they do not intend to injure any domestic industries by the 
lowering of tariff rates. We therefore recommend that the escape- 
clause provision be amended to give the Tariff Commission final 
authority to determine injury under that. provision. 

Second, we recommend that subsection (2) (E) of H. R. 1 be 
amended to exclude from that provision the power of the President 
to reduce tariffs by 50 percent below the existing rates on January 
1, 1945, on cotton textiles and articles made therefrom. Third, we 
recommend that the rates established by the Tariff Commission under 
the peril-point provision shall be made public before any trade agree- 
ment is negotiated with respect thereto and the President be required 
to report. to the Congress whether he intends to ignore the peril- 
point recommendations of the Tariff Commission and if so, his reasons 
for doing so. 

It is generally recognized that competition between countries for 
export markets for their os is constantly increasing. That is 
particularly true as a result of the resurgence of the economies of such 
countries as Japan and Germany. The proposed extension of the 
Trade Agreements Act for a period of 3 years in effect takes away 
from the Congress the power to reexamine our foreign-trade position 
for that period of time. In theory, the Congress could amend the 
act before it expires, but that has not been the practice hitherto. We 
believe it would be wiser for the Congress to extend this act for a 
period of 1 year and then evaluate the economic effects on domestic 
mdustries of any concessions granted to Japan in the agreement now 
being negotiated in Geneva. This would serve the dual purpose of 
giving the administration the power to negotiate new trade agreements 
and also act as notice to the world that the Congress does not intend 
to divorce itself of its authority in the tariff field for an extended 
period of 3 years. 

I want to say one or two things with regard to the bill itself and these 
are points which were not covered by me before the Ways and Means 
Committee. 

First of all in relation to this provision about lowering duties by 50 
percent below what they were within 1945, where imports were of 
negligible quantities, I think it is not merely a matter of defending 
the terms as stated in the bill which was discussed this morning, but 
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there is also an added danger to this. Apparently the administration 
looks upon this as a sort of a cleanup job. They want to find a list 
of those articles which they believe had been coming into this country 
in negligible quantities and they feel apparently that the duties on 
those items can be safely reduced by 50 percent below what they were 
on January 1, 1945. 

It fails in their reasoning list in this respect in my mind. It may be 
that agreement could be reached on what the term imported in neg- 
ligible quantities means, but the net result of that action would simp 
be to open up the way to any importing trade to seize upon those lower 
duties to expand the importation of those very items. 

In other words the mere fact that you might agree that over a 
period of, a base period that those items had been brought in in negli- 
gible quantities that therefore it is safe to reduce the duties, doesn’t 
follow, because once it is done then the way is open for those quantities 
to increase tremendously and the reduction of that duty would en- 
courage that. 

From my personal experience with the imports trade, once a trade 
agreement is negotiated importers have very carefully culled through 
the list to see what items they might find profitable now to import that 
they had not paid any attention to before. 

That to me is the vice in that provision and not merely a definition 
of what the term “negligible quantities” means or whether it is tied 
into a base period or not. 

I would say the danger of what I have just outlined happening is 
real and that it is that factor in it that should cause this committee to 
hesitate in approving a provision of that sort. 

It appears innocuous on the surface but I think the possible results 
from the thing could be very disastrous. 

I also want to say this with regard to this bill, that to my way of 
thinking every proponent of the bill has talked in general terms; we 
have tried to give you chapter and verse and content, logical argu- 
ments why we believe this will injure domestic industry seriously. 

There was a lot said about getting an escape clause that will really 
act, be administered in a way that will give the industry the relief 
that it seeks. 

I would rather say it would be more important to the industry to 
see that the reductions do not first take place and then have us come 
in to prove injury. 

In other words, the very existence of the escape-clause provision 
on the administration the greater opportunity to say they should 
»e free to make reductions in duty and then have the industry prove 
rather than pay attention to the peril-points provision acer be- 
lieve was intended to cause the administration to hesitate to put these 
reductions into effect before ae so. 

I would say certainly, as I said in my prepared statement, that we 
are all very much in favor of a better, tighter escape clause and a 
better administration of it, but I again say that we don’t want to rest 
aa as re sole ne for sere * 

‘e would rather see that the Congress should recognize the ible 
harm to the industry and not allow the reductions to take ‘ihastsrabans 
it can be reasonably assumed that those reductions will cause severe 
injury. 
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I want to say one thing in reference to the entire trade-agreement 
program. I studied the program for the past 18 years very closely 
and from a technical and practical standpoint, and it is my view that 
the original purpose of the act has been radically changed. The idea 
of creating a broader export market for our surplus products in this 
country has been lost sight of in terms of building up before the 
foreign economies of various countries without regard as to whether 
there are any compensating benefits. 

I might alee say that this is the longest time in the history of our 
country that we have had a single tariff act. 

The reason for it is that we have—that they have been working on 
reductions from a tariff act. But the entire classification system with 
which I am very familiar is based on the economy of our country as 
it existed in 1930. 

We have had any number of new industries that have come into 
existence since that time and the whole concept of these classifications 
is antiquated today. My recommendation in addition to those I made 
in my prepared statement would be that at this point the Congress 
take hold of this whole problem and really rewrite the tariff act. 

We are badly in nook of a new tariff act for many, many reasons. 
If it is true that the present purpose of the trade agreements program 
is to build up the economies of such countries as Japan, then we can 
certainly set our tariff rates in relation to whatever policy the Con- 
gress establishes and it seems to me that the foreign countries as well 
as our domestic producers would be much better suited if they knew 
that here was a tariff act with fixed rates that they could live with 
hereafter. 

The very fact that the administration is only asking now for the 
power to reduce some duties by an additional 15 percent would seem 
to indicate in my mind that they feel that has aba the point where 
it can’t ask for any further reduction beyond that point. 

If that is true, that lends all the more basis for rewriting the tariff 
act as a whole, and I believe it would be a very salutory thing for 
American business, including the export interests and the import 
interests and the domestic producers, to have a new tariff act written 
for the benefit of our country. 

Senator Bennerr. Thank you very much, Mr. Klurfield. 

I am turning the gavel over to Senator Carlson. 

Senator Cartson (presiding). The next witness is Mr. Solomon 
Barkin, Textile Workers’ Union of America. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH 
TEXTILE WORKERS UNION OF AMERICA, CIO 


Mr. Barkin. Mr. Chairman and gentlemen of the committee, we 
urge the full exemption of the textile industries from further conces- 
sions under the Trade ment Act. 

The present act should be extended and no additional blanket 
authority be included beyond that already provided with the proviso 
for the establishment of a committee appointed by the Congress and 
the President to examine the existing rate structure for the purpose 
of evaluating the need for and effectiveness of its individual items in 
terms of the national and private interests. This committee, unlike 


59884—55—-pt. 3——26 





1664 TRADE AGREEMENTS EXTENSION 


either the Bell or Randall committees, should recommend a list of 
criteria for determining the desirable degree of protection required 
for each industry in terms of national interest, and the orderly pro- 
cedure by which existing tariff levels should be lowered or raised to 
enable domestic industries, workers, and communities to meet the 
Nation’s needs. Such determinations, if they have been made in the 
past, have been referred to the President and have been exercised 
arbitrarily, as witnessed by the large number of reversals of the recom- 
mendations of the Tariff Commission on individual petitions under 
the escape clause. No general principles have evolved from the admin- 
istration of the escape clause. 

The President, in his letter to Congressman Martin, declared that— 

No American industry will be placed in jeopardy by the administration of this 
measure. Were we to do so, we would undermine the ideal for which we have 
made so many sacrifices and are doing so much throughout the world to pre- 
serve. This plain truth has dictated the retention of existing peril-point and 
escape-clause safeguards in the legislation. (Congressional Record, Feb. 18, 
1955, p. 1517.) 

The above Commission’s recommendation, when enacted into law, 
would provide specific guidance to the President and his agencies in 
the realization of his affirmation. We shall then have a positive 
policy, rather than an uncertain one dependent on the whim of the 
executive department. 


CURRENT DEFENSE OF LIBERAL TRADE IS LESS THAN FRANK 


Seldom is the explanation of legislation less frankly stated than it 
has been in the present instance. We are being told that the present 
legislation is necessary to narrow the dollar gap; to increase the 
dollar earnings of other countries in need of foreign trade, with 
particular accent on Japan; to increase trade relations with other 
free countries. But we are assured that “no American industry will 
be placed in jeopardy.” 

There is no estimate of the benefits to trade, or the impact on 
American industries or even the rates which are to be reduced. Pre- 
sumably, this procedure is designated to avoid arousing the opposi- 
tion of particular industries. The result is that all industries likely 
to be affected are protesting. Another purpose of this procedure is 
to withhold our possible offers from the countries affected, a purpose 
which has been partially vitiated by the public hearings on negotiable 
items provided by the Committee on Reciprocity Information. 

The bold claims for international peace are being combined with 
assurance of moderation of action. But a tariff rate does not make 
for trade; it is only a factor in price. The proponents of the measure 
have done little about explaining how they will seek to translate the 
lower tariffs into trade or how the proposed bill will accomplish 
this purpose. Will there be goods whie will serve the American 
market? Numerous organizations have been formed since the end 
of the war to promote such imports but they have yielded minor results 
except for increasing the vulnerability of the existing basic traditional 
mdustries such as textiles. Yet these are the industries which are not 
to be placed in jeopardy. 

The great need is for a practical study of the types of noncompeti- 
tive trade which can be encouraged without adversity affecting Ameri- 
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can industries. This objective has not been practically discussed. 
Instead, the proponents have acted as if the trade problem would be 
resolved through lower rates and then provided assurances against 
jeopardy without spelling out its meaning or course of conduct. With 
rates having been already reduced to the present low levels, it would 
be well that we stop legislating broad delegations of power and, 
instead, provide specific guides, both with respect to the levels of 
rates and procedures for their reduction or increase and the promo- 
tion of foreign imports of the types which can compliment and sup- 
plement our own productive system. This type of program would do 
much for stable international trade, for it would definitely promote 
the dovetailing of economies so that profitable and constructive trade 
would be carried on. It is likely that much can be done toward 
advancing international trade by promoting the importation of goods 
not now made or made in insignificant volume in this country. Such 
programs should have the highest priority in the planning of gov- 
ernmental and private liberal trade circles. 

General tariff and trade legislation must be postponed until we 
enjoy an economy of full employment : We urge that this is no time 
for an important liberalization program. With unemployment of 
some four or five million people and economic uncertainty prevailing 
in the United States, we should not consider further dislocations in 
the domestic economy from outside causes. Present difficulties make 
it abundantly clear that our resources and thought must first be 
directed toward the restoration of our own economic health. The 
achievement of this goal wil benefit not only our people but other 
countries as well. 

We know that a liberal import policy is no substitute for a full em- 
ployment policy even for the purpose of promoting a high level of 
imports. This was strikingly illustrated by the results of last year. 
The maintenance of less than a full employment economy in 1954 was 
injurious to us and sharply curtailed our capacity for absorbing im- 
ports. In the words of the Department of Commerce Survey of Cur- 
rent Business— 


the contraction of domestic business in 1954 lowered imports. They had also de- 
clined during the second half of 1953. The $660 million drop in imports for 1953 
to 1954 was due almost entirely to lower purchases of metals, fibers, rubbers, fats 
and oils, hides and skins, and other industrial raw materials. Food imports 
decreased in quantity but were maintained in value owing to higher average 
unit prices for coffee and cocoa. * * * It appears that earlier in 1954 the down- 
ward adjustment in imports did not fully reflect the lower industrial require- 
ments. Hence in the latter part of 1954 the rise in imports also have lagged 
behind the rising demand. * * * Over the past year consumption of a number 
of imported raw materials, including wool, hides and skins, and certain fats and 
oils, has declined relative to consumption of similar domestically produced items. 
* * * The expansion of domestic aluminum production entailed greater imports 
of bauxite but this did not offset in full the reduction in the value of aluminum 
imports as compared with 1953. Likewise the greater imports of iron ore supplied 
by the steel industry’s new producing facilities abroad coincided with a 50-per- 
cent drop in our imports of steel mill products with the lowering of general 
demand in this country for these products in 1954 (Survey of Current Business, 
February 1955, pp. 26-28). 


The full restoration of our economy to a full employment level will 
be more critical to the economic health of foreign countries and to our 


exports than the reductions proposed under this bill. The large rise 
in exports during 1954, which accounted to some $500 million over 1953, 
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is explained by the Survey of Current Business as having been made 
possible by the— 

large excess in foreign dollar receipts in 1935 * * * (foreign) economic expan- 
sion resulted in increased purchases in this country. * * * Western European 


countries stepped up purchases in the United States by over $400 million thus 
accounting for more than half the rise in overseas exports from 1953 to 1954. 


The liberalization of dollar imports by these European countries 
were designed 


primarily to establish greater freedom in markets for raw materials to supply 
their rising industrial requirements. 

The United Nations Eeonomic Commission for Europe in its annual 
economic survey declared that— 


Europe’s deficit on dollar trade rose sharply last year because of a drop in United 
States imports brought on by the 1953-54 recession and an increase in Europe’s 
dollar buying caused by the expansion of production on the continent and in 
Britain (Journal of Commerce, March 11, 1955). 

A full employment economy must be our primary objective. Those 
liberal trade advocates who are also proponents of a full employment 
economy must give foremost priority to the latter objective rather than 
the former. By agreeing to separate the two issues and joining the 
high employment or export interests advocates in support of the present 
program they are unfortunately denying their primary allegiance. 
Their position is unsound since it is full employment rather than 
lower tariff rates which will provide a higher level of imports, 

A study by the Twentieth Century Fund on import policy which is 
to be published shortly concludes that “trade is good not because it 
will create additional jobs but because it will make jobs productive.” 
At a time when we are suffering from tectinidtoglont unemployment ; 
when the rise in economic activity does not bring with it an equivalent 
rise in employment due to the meteoric increases in productivity, are 
we to aggravate our displacement problems by the import of more 
“productive jobs?” The protected industries tend to employ a large 
number of persons _per dollar of sales than do the other industries. 
Their contraction or destruction would require the appearance of a 
dollar volume of sales in this country from other sources greatly in 
excess of that displaced. Since these domestic industries are them- 
selves unable to absorb the existing supply of workers, where will the 
workers displaced from these destroyed industries be employed? We 
cannot expect the necessary compensatory larger volume of sales in 
our domestic industries to offset the ditintnbetnetit caused by imports. 
Unemployment will be aggravated rather than eased. 

Moreover, we have had enough experience in textiles to know what 
the competitive struggle for survival in face of lower-priced woolen 
and worsted imports means for the workers. Not only does it ulti- 
mately lead to the shrinkage of jobs as the less competitive plants are 
eliminated but with the intensification of competition and the more 
determined efforts of existing companies to remain in business, em- 
ployers are not reluctant to seek wage cuts. While the woolen and 
worsted imports were not the major force, they contributed by accel- 
erating the deterioration of the market which finally led to employer 


pressure for wage cuts that resulted in reductions forced on ‘us by 
arbitrators. 
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As a nation we are now not primarily concerned with increased 
productivity or more buying power for the consumers’ dollar—wel- 
come as they might be—but with creating more jobs and preventing 
further contraction in employment. Hence a program for positive 
action in the field of import policy must be shelved until such time as 
the Government and industry have restored and guaranteed full em- 
ployment. Only in such periods are resources and initiative available 
to create new employment and industries necessary to absorb displaced 
people, stranded enterprise and idle capital. Personal and industrial 
adjustments necessitated by the contraction of an industry will then be 
most-easily made. 


DOLLAR GAP NOT DUE TO AMERICA’S IMPORT POLICY 


As a member of the import policy committee of the Twentieth Cen- 
tury Fund which is sponsoring the publication of a research study on 
American imports by Professor Don Humphrey, I have had an oppor- 
tunity to study the problem of the relation of the dollar gap to the 
tariff policy. 

It is well to recognize the speciousness of the “trade, not aid” slogan. 
It was first pronounced by Europeans anxious to gain greater en- 
trance into the American market. In the United States it has been 
enthusiastically—and ironically—adopted by two groups diametrically 
opposed to each other: by isolationist politicians who want neither 
trade nor aid; and by doctrinaire economists and governmental offi- 
cials who still imagine that the 19th century British free-trade theory 
is a relevant basis for policymaking in the mid-20th century. 

The latter hope cannot be realized. And the damage to certain 
domestic producers which will flow from a liberal American import 
policy would far exceed the benefits. In today’s world even the most 
liberal changes in import policy would not result in an increase in 
imports of anything like the magnitude of the dollar shortage. Though 
the dollar shortage might temporarily disappear when the free world is 
enjoying unusually favorable economic and political conditions, even 
the complete removal of American trade barriers would not be suffi- 
cient to abolish it permanently. The dollar gap is the result not of 
American import policies but of long-term changes in the European 
economies and of the structure of the American economy. The dollar 
shortage is only a symptom of the profound changes in the 20th century 
world. The liberalization of American import policy would make a 
minor contribution to alleviating the causes of the poor economic 
health of other countries. This contribution, we believe, would hardly 
be worth the economic distress it would create within the United 
States. 

A similar conclusion was recently or weg by Mr. Samuel Lubell, 
in his book, The Revolution in World Trade. He says— 


the American economy could not be made the center of a new one-world trading 
system such as prevailed in the days of Britain’s dominance. * * * The dollar gap 
thesis has been distorted into an argument for increasing United States exports 
abroad even though the remedy proposed—tariff reduction—could have only 
slight effect in increasing imports (p. 92). 


It is important to note that the ratio of American imports to domes- 
tic production has been declining in terms of value though it has been 
maintained in terms of physical volume. American imports have 
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been concentrated in crude agricultural materials and semimanufac- 
tured goods. Our continental economy naturally has a high degree 
of self-sufficiency. While our pattern of economic growth “enlarges 
demands for foreign goods,” there is no assurance that “imports into 
the United States will grow.” Our technological advances are freeing 
us increasingly of our reliance even upon raw-material imports. The 
development of synthetic fibers are doing more to reduce our imports 
than any protectionist tariff act imposed by Congress. Similarly, 
synthetic rubber, plastics, synthetic diamonds, processing of taconic 
ores; artificial leathers; plastic tableware, and greater productivity 
per ton of uranium ore are doing more to reduce our imports than any 
tariff act. Science is reducing our demands for imports. Even the 
most liberal trade program would, therefore, yield disappointing 
results in terms of value of imports. 

The slogan of “trade, not aid” must be played down because it is 
deceptive. It encourages foreign countries and well intentioned Amer- 
icans to believe that this prescription is a solution for the problem— 
which it cannot be. 


TARIFF RATES ARE MINOR PART OF A PROGRAM OF INTERNATIONAL ECONOMIC 
RELATIONS 


Careful students of this problem agree that the tariff program is, at 
best, only a minor tool in developing a new balance in international 
economic relations. The extreme advocates of trade liberalization 
should define the place for their program in the context of such a com- 
prehensive program for achieving a better international economy. 


Such a grand design has not been presented and little attention has 
been devoted to such a program. 

The proponents of liberal trade policies have identified themselves 
as representing the national interest. However, they overlook the 
fact that the private beneficiaries of such policies may often be pro- 
moting them with enthusiasm, finances, and claims far exceeding the 
possible public gain. In presenting the argument in terms of gen- 
eral foreign policy and overall domestic injury, they do not take into 
account the smallness of the benefit to general foreign policy or 
whether it is in the public interest to destroy or contract specific indus- 
tries or sectors thereof through tariff reductions. 


A JOINT COMMITTEE SHOULD STUDY CRITERIA FOR DETERMINING 
PROTECTION ; AND CONGRESS SHOULD ENACT GUIDES INTO LAW 


There is need for a reappraisal of the existing tariff structure. 
Until a thorough study has been made there is no justification for 
taking any action to liberalize duties. By approving the current bill 
the Congress would be sanctioning actions which may be injurious 
to the public interest. The specific challenge of the affected indus- 
tries would be evaded. Current plans for aiding war industries out- 
side the tariff structure are being discussed by the present administra- 
tion. It is ironic that an administration opposed to aids and assist- 
ance is considering import quotas, outright cash subsidies and stock- 
piling devices rather than the price mechanism of the tariff to protect 
special industries characterized by high wartime priority. Action 
should be postponed until a stable level of full employment is realized. 
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The immediate need is to develop a list of criteria in the public 
interest by which to determine the specific industries to be maintained, 
contracted, or destroyed. What degree of protection should be af- 
forded specific industries in the national interest? In accordance 
with what orderly procedure should the existing levels of protection 
be lifted to enable domestic industries, workers, and communities to 
adjust thereto ? 

No such program should be adopted until adequate protection is 
provided for individuals affected by the adjustment. The bills now 
in Congress express our intent but must be made more automatic and 
effective in their operation. 


EXCLUSION OF TEXTILE PRODUCTS FROM REDUCTIONS IS IMPERATIVE 


In view of the general appraisal that imports cannot be increased 
in significant volume, liberal traders have countered by challenging 
us respecting our demand for stopping the changes in the tariff act 
on textile items. The reason is most significant. A study of Howard 
Piquet’s indicates that one-half of the increase in imports resulting 
from the removal of tariff barriers would come in the form of textiles. 
His data show that on the basis of a minimum estimated increase of 
$674 million, $346 million would be textile fibers and manufactures, 
primarily the latter, and under his maximum estimate, $696 million 
of the increased imports of textiles would constitute about 50 percent 
of the total rise. It is therefore evident that the reduction in tariff 
rates would primarily affect the American textile industry. It is the 
fact that this industry would carry the major impact of trade liberali- 
zation which is inequitable. 

This concentration is understandable. First, it is a traditional 
industry in which other countries are engaged. Second, it is a shrink- 
ing industry in older industrialized countries in Europe and Japan, 
where foreign markets have been closed or reduced largely by the 
organization of local national textile industries, they are anxious to 
get markets to replace those which have disappeared. Consequently, 
they press hard on our negotiators for concessions. 

Not only would the textile industry be a major target for the liberal 
trade program, but it has already been, and will continue to be injured 
through the reduction in export markets. At its postwar peak, 1947, 
the United States exported 1.5 billion square yards of cottons and 
250 million square yards of synthetic fabrics. This volume has been 
drastically reduced ; in 1953, exports were 621 million square yards 
of cottons and 198 million square yards of synthetic fabrics. In 
1954, the volume was even smaller; 605 million square yards of cotton 
and 200 million square yards of synthetics. 

The primary American export markets are in Canada, the Philip- 
pines and Latin America. These are in great danger. As for Canada, 
the impending trade agreement with Japan, which will extend the 
benefits of GATT, to her, will result in sharp competition between 
Japanese and American imports and reduce our exports. As for the 
Philippines, our special position is likely to be of short duration. 
Taritt Sevtlo’ and Japanese and Indian competition remain an ever 
present threat to the remaining Latin American markets. There is 
no doubt that the volume of textile exports will continue to shrink. 
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These reductions would only compound the injury done by direct 
imports. 
We believe that the following exemption should be adopted: 


A BILL To provide that the rates of duty on certain goods manufactured from textiles shall 
not be reduced below the rates applicable to such goods on January 1, 1955 


Be it enacted by the Senate and Heuse of Representatives of the United States 
of America in Congress assembled, That no foreign trade agreement entered into 
by the President after January 1, 1955, under section 350 of the Tariff Act, as 
amended and extended (19 U. 8. C., see. 13851) shall operate to reduce, for any 
period on or after the effective date of this Act, the rates of duty which were 
applicable on January 1, 1955, with respect to any of the articles listed in sec- 
tions 901 to 918, 921 to 923 of schedule 9, sections 1002 to 1023 of schedule 10, 
sections 1105 to 1122 of schedule 11, sections 1202 to 1211 of schedule 12, sections 
1301 to 1312 of schedule 13. 

Sec. 2. This Act shall take effect as soon as practicable, on a date to be speci- 
fied by the President in a notice to the Secretary of the Treasury following such 
negotiations as may be necessary to effect a modification or termination of any 
international obligations of the United States with which this Act may conflict: 
however, in no event shall this Act take effect later than the one hundred and 
eightieth day after the date of enactment of this Act. 

Sec. 3. Be it resolved that the President of the United States shall not cause 
to have negotiated any agreement providing reduction in rates of duty for the 
articles listed in the above-named schedules pending the effective date of this 
Act. 

We believe, for reasons we have developed in this statement, that 
no injury should be further perpetrated upon the American textile 
industry. These may be summarized as follows: ete 

1. A high level of unemployment prevails in many divisions of the 
textile industry. Alternative employments are limited in textile areas. 

2. Current technological changes, interfiber, interprocess, and inter- 
product competition are threatening many more jobs. ; 

3. In view of the prevalence of unemployment, this is an inoppor- 
tune time for further concessions which would complicate the adjust- 
ment process. 

4. Certain branches of the textile industry included in the current 
negotiations are the branches of the traditional industries which have 
the best chance for continued survival in interfiber competition and 
therefore should not be threatened by a new increase in the volume 
of imports. 

5. The industry has lost many foreign markets and export. volume 
has been sharply reduced and is further threatened. 

6. Textile imports should not be conceived as primary sources of 
international trade for countries involved in the proposed negotia- 
tions. 

7. The maintenance of an adequate American textile industry is 
essential to our national standard of living, position, and defense. 

_ 8. The American textile industry is one of the largest of all textile 
industries and its position must be maintained. 

9. Protection of the American industry has had few unfavorable 
effects upon the American or world textile economy. 

10. The tariff mechanism is a faulty determinant of the flow of 
textiles and is complicated by current raw material price policies. 

11. Concessions should not be negotiated for products which are 
primarily supplied by countries other than those with whom negotia- 
tions are contemplated. 

12. Limited t of imports of textile products can contribute to 
new ideas, developments, fabrics, and ry but they should not 
come in such volume as to destroy segments of the American industry. 
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13. We urge the promotion of international fair labor standards 
in the world textile industry to avoid competition on the basis of 
exploited labor. 

We have reiterated on several occasions our conviction and textile 
imports into this country can only have a destructive effect upon our 
domestic industry which is now suffering from widespread disorgani- 
zation and in which hundreds of thousands of unemployed may be 
found. The benefits resulting to the foreign producers will be limited. 
They will disorganize the markets temporarily, accelerate the closing 
of mills, and serene the unemploment conditions, but in the long 
run, they will be unable to match the efficiency, designing and mer- 
chandising qualities of the American market. The rising efficiency in 
the American industry has enabled the American textile industry to 
meet foreign exports with considerable success. Current develop- 
ments promise to increase this capacity to meet the foreign exporter 
in the American market. But during this transition, the increased 
volume of imports can only be harmful to us, and ultimately, to the 
foreign producer, for it will be creating the false illusion that he 
will be able to get a permanent foothold in this country, when as a 
matter of fact he will not. 

The internal competitive forces in the textile industry are so viru- 
lent and destructive of existing interests within our country, that 
they are displacing tens of thousands of workers and rendering the 
adjustments difficult and staggering. We urge that these problems 
not be intensified through imports which, within a short period of 
time, will be unable to hurdle even our most modest tariff rates because 
of the rising productivity, merchandising, and designing skill of our 
American industry. 

Therefore, we request the enactment of an exemption of the textile 
industry from the above bill and the Tariff Act of 1930 as the most 
fitting declaration of public policy. 

Among the most doctrinaire free traders, there are many who are 
willing to concede that a special exemption should be granted to 
the textile industry. We herewith appeal to you and members of 
your committee that this prevailing sentiment among the free traders 
should be reflected in the current legislation. 


THE CIO HAS ENDORSED EXEMPTION OF BASIC AMERICAN INDUSTRIES FROM 
INJURY BY TARIFF REDUCTIONS 


We wish to present to you copies of the resolutions adopted at the 
1954 Convention of the Congress of Industrial Organizations to 
indicate that they are substantially in agreement with our position 
that basic American industries such as textiles shall not be injured by 
tariff reductions. Through the intervention of our organization two 
resolutions adopted at this convention were modified to provide the 
qualifications necessary to prevent injury to basic American industries 
such as textiles. 

Resolution 39, on foreign policy, reads in part as follows: 

The isolationist high tariff bloc within the Republican Party has prevented 
the Eisenhower administration from putting into effect a realistic trade program 


for the United States, provided, however, that such tariff reductions shall not 
be destructive of basic American industries. 
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In Resolution 61, dealing with the legislative program, it was 
resolved that the— 
CIO will use all of its resources to press vigorously for a national legislative 


program aimed at peace, freedom, and security for all Americans and for all 
the world. 


The highlights of this program include (par. 25) : 


International trade: Extension and liberalization of international trade pro- 
grams: Adoption of legislation designed to ameliorate any harm resulting to 
affected workers, areas, or industries. Such tariff reductions shall not be de- 
structive of basic American industries. 

Representatives of the Textile Workers Union of America appeared 
before the resolutions committee and pleaded the case of our industry 
and the problems which we face. We emphasized that, unlike the 
lead and zine industries, our problems could not be solved by stock- 
piling. We did not know of a single program which could insulate 
us from the effects of foreign competition, as is suggested in the above 
case. We pointed out that other industries were peeey protected 
from foreign competition by other types of legislation, such as import 
quotas, buy American provisions, and similar devices. That approach, 
however, was no answer to our problems. 

The clear intent of the language was the protection of the textile 
industry from the destructive effects of tariff, because alternative 
methods to insulate its operations from foreign competition were not 
available. 

Therefore, we take this opportunity to make clear to you that, inso- 
far as the action of the CIO convention is concerned, it expressed 
itself clearly and unmistakably that, if there are no methods of insu- 
lating the destructive effects of lower tariff rates, such “reductions 
shall not be destructive of basic American industries.” 

We believe that the textile industry is such a basic one, and that 
within the meaning of the above resolution, the sentiment of the con- 
vention was clearly that it shall not be destroyed by tariff reduc- 
tions. Such would be the effect of H. R. 1, and it is this effect we wish 
to prevent. 

We are also enclosing a copy of a resolution adopted at the con- 
ferences of the cotton-rayon and woolen and worsted branches at 
our industry in Boston, on February 5, 1955. This clearly outlines 
our views and the need for the removal of any further threat to 
this industry, already suffering from difficulties and disturbances 
occasioned by many domestic factors. 

We may note that prices in the industry, in view of the high raw 
material prices, are most modest and the margins moderate. 

We earnestly urge your close study of our petition for complete 
exemption of this basic industry from further demoralization through 
additional pressures from competition from foreign sources, 


RESOLUTION ON TARIFFS 


Like the CIO as a whole, the Textile Workers Union of America 
believes in the freest possible trade among the nations of the world. 
But as the CIO itself noted in its Los Angeles convention, such trade 
should not and must not destroy basic American industry. 
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The textile industry is an outstanding example of the perils of 
thoughtless tariff policy. Since 1951 the industry has been suffer- 
ing its worst depression in 20 years. Employment has shrunk from 
a million and a quarter to 900,000. Scores of mills, including some 
of the Nation’s largest, have been liquidated. There is a question 
whether, in a war emergency, the remaining capacity would be ade- 
quate to clothe the military and civilian population. 

The textile depression cannot be blamed on foreign comeptition. 
Nevertheless, such competition has been highly damaging in certain 
fabrics, including those that would be of primary military importance. 
The efforts of our union to correct this damage by proper interpre- 
tation of the existing law have been ignored. 

Now a worse danger looms. President Eisenhower has placed tex- 


tiles on the list of goods to be reexamined with a view toward further 
tariff reductions. 

Such action might well means the doom of the American textile 
industry. Quite aside from the fate of the workers and of the com- 
munities in which they live, this would be in shocking disregard of 
national security. It must not happen. 

Therefore, be it resolved by this conference that we oppose with 
every means In our power any reduction in textile tariffs which would 
result in a further shrinkage in this vital industry, and endanger 
the safety of our country. 


(The statement to the United States Tariff Commission submitted 
by Mr. Barkin is as follows :) 


STATEMENT TO THE UNITED States Tarirr COMMISSION CONCERNING PossIBLE 
TARIFF CONCESSIONS ON TEXTILE ITEMS IN THE NEGOTIATION OF RECIPROCAL 
TRADE AGREEMENTS WITH JAPAN 


Submitted by Solomon Barkin, director of research, Textile Workers Union of 
America, CIO, December 22, 1954 


STATEMENT OF THE TEXTILE WORKERS UNION OF AMERICA, CIO 


We appear before your committee to attest to the impropriety of reducing tariff 
rates.on textile items. An expansion of textile imports would have a highly un- 
fortunate effect upon the workers in the industry. They are now suffering under 
the double impact of a high rate of technological change and intense competition 
among different fibers, processes, and products. Thousands of workers have been 
displaced and thrown onto a labor market where few opportunities for alterna- 
tive employment exist. It would be unfortunate to add to the workers’ disloca- 
tions and anxieties by threatening the continued existence of those branches of 
the industry which would be seriously affected by foreign competition. Moreover, 
the lowering of tariff rates would create further dislocations without providing 
a substantial permanent market for the foreign textile industries in this country. 

We are impressed with the unusually high level of unemployment in our indus- 
try at a time when the country is enjoying a high level of employment and bus- 
iness activity. The high rate of displacement of jobs because of technological 
and style changes is of a continuing character and therefore any move which 
would add to the difficulties of the industry would have lasting effects upon the 
economy and would seriously aggravate the problems of the unemployed. 

The utmost care must be employed in a review of tariff rates on textiles at this 
time. We submit the following propositions as basic to the consideration of the 
textile tariff problems: 

1. A high level of unemployment prevails in many divisions of the textile in- 
dustry. Alternative employments are limited in textile areas. 

2. Current technological changes, interfiber, interprocess, and interproduct com- 
petition are threatening many more jobs. 

8. In view of the prevalence of unemployment this is an inopportune time for 
further concessions which would complicate the adjustment process. 
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4. Certain branches of the textile industry included in the current negotiations 
are the branches of the traditional industries which have the best chance for 
continued survival in interfiber competition and therefore should not be threat- 
ened by a new increase in the volume of imports. 

5. The industry has lost many foreign markets and export volume has been 
sharply reduced and is further threatened. 

6. Concessions to Japan under most-favored-nation treaty will extend to all 
world textile exporters. 

7. Textile imports should not be conceived as primary sources of international 
trade for countries involved in the proposed negotiations. 

8. The maintenance of an adequate American textile industry is essential to 
our national standard of living, position, and defense. 

9. The American textile industry is one of the largest of all national textile 
industries and its position must be maintained. 

10. Protection of the American industry has had few unfavorable effects upon 
the American or world textile economy. 

11. The tariff mechanism is a faulty determinant of the flow of textiles and 
is complicated by current raw material price policies. 

12. Concessions should not be negotiated for products which are primarily 
supplied by countries other than those with whom negotiations are contem- 
plated. 

13. Limited types of imports of textile products can contribute to new ideas, 
developments, fabrics, and designs but they should not come in such volume as 
will destroy segments of the American industry. 

14. We urge the promotion of international fair labor standards in the world 
textile industry to avoid competition on the basis of exploited labor. 


I. A high level of unemployment prevails in all divisions of the textile industry 
Alternative employments are limited in textile areas. Textile workers are 
older persons so that reemployment proves difficult ; periods of unemployment 
prolonged ; many exhaust unemployment benefits ; large numbers prematurely 
forced out of labor market. 


Unemployment is currently widespread among textile workers throughout the 
country. The number of workers in the textile products mills in October 1954 
was 988,000, which is 281,000 less than in February 1951. This is the net reduc- 
tion in jobs. The total number displaced is much greater, as many who lost their 
jobs have been replaced by others. 

All textile areas are suffering from this unemployment (see table I). One 
hundred and seventeen thousand jobs were lost to the industry during the past 2 
years in New England, 85,000 in Middle Atlantic States and 52,000 in the South. 
The largest employment reductions were suffered in Massachusetts and Penn- 
sylvania and substantial losses were also registered in several Southern States. 

As textile mills are generally located in nonmetropolitan areas, frequently 
comprising one-industry or one-mill communities, alternative employments in 
the locality are lacking. The slump in textile employment therefore depresses 
entire communities and leaves workers and their families stranded. The signi- 
ficance of this concentration is borne out by the fact that 5 of the 8 major areas 
in the Continental United States which are designated “areas of very substan- 
tial labor surplus” by the Bureau of Employment Security, are textile areas. 
In addition, 4 smaller textile areas are classified in this category (having 12 per- 
cent more of the labor force unemployed). There are also 20 textile areas (in- 
cluding 7 major communities) in the substantial labor surplus classification, 
i. e., with more than 6 but less than 12 percent of the labor force unemployed 
(see table II). These communities have not prepared for this situation with new 
industrial developments. The people have a lifetime investment of skills in the 
textile industry. 

The concentration of textile manufacturing in the States along the Atlantic sea- 
board makes these areas peculiarly dependent upon the industry. The propor- 
tion of total manufacturing employment accounted for by the textile 
industry is in excess of 50 percent in North and South Carolina and more 
than 25 percent in Rhode Island and Georgia. In addition, substantial propor- 
tions of the factory employment in New Hampshire, Maine, Massachusetts, Ver- 
mont, Connecticut, Pennsylvania, New Jersey, Virginia, Alabama, and Ten- 
nessee are provided by the textile industry. 

Many thousands of the textile workers who are unemployed have no prospect 
of reemployment in their communities because the mills in which they were em- 
ployed are permanently closed. At least 556 plants in the major branches of the 
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textile industry (cotton and rayon, woolen and worsted, and dyeing and finish- 
ing, have been liquidated since the end of the war, throwing more than 144,000 
workers out of their jobs (see table III). Many of these are located in iso- 
lated communities where no opportunity for other employment exists. As a re- 
sult, with year ended June 30, 1954, almost 100,000 New England workers were 
unable to find jobs during the period covered by unemployment compensation, 
exhausting their benefit rights. 

The effect of the current drastic contraction in the textile industry is being 
felt particularly by the older workers because this industry has an unsually 
large proportion of mature and middle-aged employees. Mill liquidations and 
reductions in employment are most severe in the areas with the oldest work 
populations. The latest study of the ages of workers establishments covered 
by the old-age and survivors insurance shows that the proportion of male work- 
ers 65 years of age and over was 5.2 percent in textiles as compared with the 
average for all manufacturing industries of 2.7 percent. 

The older workers are the chief sufferers from mill liquidations. They have 
the greatest difficulty in finding new jobs when the mills in which they have been 
working—frequently for several decades—shut down. The skills which they 
have acquired over the years are largely wasted as there has been little trans- 
ferability of skills from the textile industry to the industries which are grow- 
ing in textile areas. Indeed, the recruitment policies of the firms which are ex- 
panding militate against the employment of former textile workers because of 
the emphasis on hiring young people. As a result, thousands of able-bodied 
men and women are being relegated to a new industrial scrap heap. 

The insurmountable obstacles faced by older workers seeking employment as 
a result of technological displacement or plant shutdowns are indicated in a num- 
ber of surveys conducted in recent years on the experience of the labor force 
of liquidated textile mills. In July 1947, the Oakes Mill in Bloomfield, N. J., 
was closed permanently and the union surveyed 132 of the former employees a 
year later to determine their experience in obtaining employment. While 63 
percent of the workers had found some job during the year following the mill’s 
closing, only 6 percent of the workers aged 65 and over had been so fortunate. 
Moreover, while 44 percent of the workers were still employed on the date of 
the survey (July 31, 1948), none of the 65 and over group had retained his job. 

In May 1948. the Esmond Mills in Esmond, R. I., was liquidated and a union 
survey of 628 former employees in November 1948 revealed that while 48 per- 
cent of the workers were able to obtain a job in the half-year following the mill’s 
shutdown, the proportion of successful job seekers dropped sharply after the 
age of 50; in the 40-49 bracket, 56 percent had obtained a job; 30 percent in 
the 50-59 class, 28 percent in the 60-64 class, and only 15 percent in the 65 and 
over category. Similar disparities were indicated in the distribution of former 
Hsmond Mill workers who were employed as of November 30, 1948: while 39 
ae of all workers were employed, only 15 percent of the 65 and over group 
had a job. 

In 1952, the staff of the committee of New England of the National Planning 
Association conducted studies of the postliquidation experience of employees of 
two textile mills. The report of the committee is currently in the process of pub- 
lication. It will show that there was little transference of skill levels among 
those who were able to find jobs. With regard to one of the plants studied (a 
New Hampshire woolen and worsted mill) the committee found that 13 percent 
of the labor force withdrew from the labor market after losing their jobs, most 
of these being older workers, particularly women past 60 years of age. 

A study currently under way by the bureau of business and economic research 
of Northeastern University in Boston has resulted in the interviewing of 756 
workers from 8 liquidated mills in New Hampshire and Massachusetts (1 in 
Fall River and 1 in Lowell). William H. Miernyk, director of this study, has 
reported the first findings as follows: displaced textile workers are generally 
not being absorbed by the “growth” industries. “New industries evidently are 
filling jobs with newcomers in the labor market instead of with displaced textile 
workers, according to the bureau’s findings,” reports Business Week, March 6, 
1954. “In Lowell, younger male workers found new jobs, but those over 45 years 
of age still were largely unemployed after a year * * * In New Hampshire * * * 
2 years after the shutdown, almost a third of the 200 laid off in the woolen mill 
were still out of work.” . 

The above report of the committee of New England concludes that “job displace- 
ment as a result of the liquidation or migration of a mill or factory is particularly 
hard on the older worker. If a worker past 50 years of age can continue at this 
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present work, he may have many years of productive and remunerative employ- 
ment left to him. If he loses his job most employers will be reluctant to hire 
him. He may be barred from productive work at a relatively early age and he 
may be forced to accept such casual employment as comes his way or to withdraw 
from the labor force entirely.” 

The prevalence of these circumstances in the textile communities makes it 
vital for us to insist that no concessions in tariff rates be granted which would 
aggravate this condition. 


II. Current technological changes, interfiber, interprocess and interproduct com- 
petition are threatening many other jobs 

The record of postwar technological changes in the textile industry is most 
impressive. The advances of modern technology are penetrating the American 
textile industry and affecting processes, procedures, mill layout, and mill man- 
agement. It is not our purpose herein to provide any detailed sketch of these 
changes. We mean merely to indicate that productivity per man-hour is rising 
primarily through the reduction of manpower. The current rate of increase is 
in excess of 5 percent per annum. The large numbers of employees already dis- 
placed is a symbol of the more far-reaching difficulties facing the textile worker. 
Older skills and personal associations are being eliminated by these advances. 

A measure of the amount of technological change is provided by data on 
textile-mill expenditures for new plant and equipment reported by the Depart- 
ment of Commerce. Since World War II the industry’s expenditures have 
amounted to over $4 billion. The bulk of these expenditures was for the pur- 
chase of new equipment rather than new buildings. Moreover, the rush of new 
equipment suggests strongly that there are new and more far-reaching changes 
on the drawing boards and in the pilot stage. These are radically changing the 
production methods in the industry. 

These new innovations are of many kinds. The most dramatic is, of course, 
the introduction of new fibers. Rayon came in the thirties. Nylon was truly 
the fiber of the early postwar period. Now orlon and dacron have gained sub- 
stantial footholds, displacing the older textile fibers. Saran, glass, dynel, and 
other fibers are being produced. Silk was dealt a striking blow by nylon. Wool 
is now being seriously threatened by dacron and other synthetics in the suiting 
fields, by synthetics in the floor-covering area, and by new chemical firishes 
which provide insulation. 

The mills whose products are being displaced generally cannot handle the 
new fibers. Plants which had not manufactured these products have come into 
the field to take the place of the traditional producers. Ghost towns are begin- 
ning to develop and workers are left stranded. 

Older textile industries are being revolutionized by new machines. They are 
sturdier, faster, run more smoothly, telescope processes into fewer operations, 
and reduce the amount of labor required for their operation. Parts are being 
added which facilitate the operation and thereby reduce subsequent processing. 
Setter mechanical anw new electronic controls are increasing the precision of 
each operation and make them more and more automatic. Material is being 
mechanically delivered and removed. Better layouts are reducing the required 
floorspace and the amount of handling. Fans, blowers, and suction pipes are 
eliminating much of the manual cleaning. Oiling is being done by mechanical 
oiling systems or parts are being inserted which require little oiling. Air-con- 
ditioning is improving operations and reducing yarn breaks. Better parts are 
insuring longer life, less replacement, and less maintenance. 

These changes can be found in each division of the industry. One-process 
pickers and material-handling devices have sharply cut the manpower in the 
opening and picking operations in the cotton mills. New drawing frames and 
long draft devices have telescoped the roving and spinning operations. Wind- 
ing has become so automatic that the work force on these operations is a mere 
fraction of the labor required in prewar mills. Warpers have been speeded ; 
slashers have been made more automatic. Looms have been speeded and made 
more versatile, and more revolutionary changes are impending. 

In the woolen industry opening and picking have been mechanized. The mules 
have been displaced by spinning frames. High-speed winders and warpers have 
replaced older equipment. The nonautomatic loom has practically disappeared. 
In the worsted industry the most radical changes have been the introduction 
of the pin drafter and long draft-frame spinning which have radically reduced. 
manpower complements. 





TRADE AGREEMENTS EXTENSION 1677 


The finishing processes on all fibers have been revolutionized through the intro- 
duction of ranges which combine several operations in continuous processes with 
machinery which is controlled through instrumentation. Fs : 

But these changes have also been accompanied by process competition. sotton- 
type spinning equipment is making great inroads in the worsted-type processing 
of long fibers. The conversion of tow into yarn is competing with the spun-rayon 
manufacture. Bonded fibers and roving are competing with fabrics, yarns, and 
ropes. Knitted products are supplanting woven products in many areas. Tufted 
carpets are replacing woven ones. Synthetic filament fabrics are displacing 
spun-yarn fabries of different fibers. Finishing processes are being required to 
perform services which the weaving industry had formerly done. 

In addition to these changes, the textile industry is losing out to other products. 
Plastics are substituting for textile fabrics in some uses such as automobile seat 
covering, household uses such as draperies, tablecloths, seat coverings, packaging. 
Paper products have displaced textiles in household uses such as towels, napkins, 
bookbinding, packaging, etc. 

The increase in the rate of technological change has also affected management. 
The accent today is on efficiency. Management has been reorganized to exercise 
centralized control over production. New techniques have been developed to safe- 
guard quality. Mechanical controls have been introduced at virtually every point 
in the manufacturing process. Time and motion study methods have been used 
to improve plant layout and raise work assignments. Incentive wage systems 
have been more widely adopted. The chief objective, and chief result, of this 
pursuit of efficiency has been to reduce the labor required per unit of output. 

On top of all these technological and fiber changes the textile industry has been 
hit hard by marked changes in consumer tastes. With millions of families moving 
to the suburbs, taking up backyard sports and puttering around home workshops 
and gardens, interest in attire has been lessened. Television has helped make 
the home the focal point for leisure-time activities. As a result, apparel has 
become a more casual item in the consumer budget and casual wear has become 
acceptable for a multitude of uses formerly requiring dressy attire. Thus, pro- 
duction of men’s suits fell to 21.8 million in 1953, a decline of 25 percent per 
capita from the 1939 level. Along with this trend toward casual attire there has 
been a marked shift toward lighter clothing and housefurnishings. Men’s over- 
coat and topcoat production in 1953 was at the same level as in 1939 in spite of 
the rise in the population of males 18 years and over of 17 percent. Blankets 
and comforters are among the other products which have felt the impact of these 
trends. 

The net effect of these shifts in popular preference and the vast increase in 
consumer indebtedness flowing from the postwar boom in housing construction 
and consumption of durable goods like TV sets, automobiles, refrigerators, and 
the like, has been a sharp decline in the proportion of total consumer expenditures 
going for apparel. From 10.4 percent in 1946 this proportion declined to 7.3 per- 
cent in 1953 and the 1954 ratio will probably be less than 7 percent. This propor- 
tion is well below the prewar level of 8.6 percent recorded in 1939. 

The combined result of these changes and shifts has been a serious blow to 
the workers in the industry. Such industrial transitions are rarely easy even 
when other jobs are available. The new openings seldom arise at a time and 
place where displaced workers can take advantage of them. Moreover, the long- 
term trend in the consumption of textiles is not reassuring. The higher pro- 
ductivity of the industry is not being matched by a rise in the per capita consump- 
tion of textile products. New uses have not arisen. Further contraction of 
employment opportunities in this industry appears inevitable even in a period 
of relatively high employment in the economy as a whole. 

We are therefore particularly concerned lest the number of jobs be further 
reduced through the substitution of foreign products for American output. 


IIT, Certain branches of the textile industry included in the forthcoming nego- 
tiations are those with the best chance for continued survival in interfiber 
competition and therefore should not be threatened by a new high volume 
of imports 

A number of branches of industry as indicated above are faced with serious 
competition from new fibers and processes, These are bringing critical problems 
to the fore. However, several branches of the industry subject to the forth- 
coming negotiations are the ones in the best position to survive this competition 
and thereby moderate the degree of disturbance within the textile industry. The 
workers involved will continue to be subjected to the sweeping technological 
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changes now being effected. It is essential to avoid challenging the survival of 
these branches through a higher volume of imports. 
The products which are in a good position to provide a degree of stability to 
the industry during these difficult times are, among others, the following: 
Fine cotton fabrics (par. 904). 
Velveteens (par. 905). 
Sheets and pillowcases (par. 911 (b)). 
Lacings (par. 912). 
Staple fiber (par. 1302). 
Bureau and table covers, ete. (par. 1529 (a)). 
Quilts and bedspreads (pars. 911 (a) and 1529 (a)). 
Specific discussion of a number of other items will be presented in a detailed 
analysis of the specific commodities. 


IV. Textile imports should not be conceived as a primary source of international 
tradc for countries involved in these negotiations 


One major problem is formulating tariff policy is to determine whether the 
encouragement of the imports of textiles into this country will in the long run 
be desirable for these countries. Can they be expected to maintain long-run 
advantages? Can they be expected to maintain a textile-export industry? 

Current technological product and fiber changes in the American textile indus- 
try point to large-scale reductions in labor requirements per unit of output. A sig- 
nificant proportion of these technical changes are American in origin and spring 
from our needs and technical culture. Moreover, the increased penetration of 
modern scientific development in the textile industry of the United States is sug- 
gestive of the coniinuing future volume of changes. 

In the utilization of these technical innovations, the American industry enjoys 
many advantages which assure its wider use of these developments. First is the 
great wealth of the American textile industry. Its huge war and postwar profits 
have resulted in the amassing of tremendous capital resources which, at the 
end of 1953 amounted to $6.2 billion as compared with $2.5 billion at the end of 
1939. The industry can afford to spend freely for innovations. Some new textile 
buildings are coming up to exploit the advantages of modern plant design. In 
contrast, other countries do not have the money for complete modernization of 
their equipment and structures. Japan had one major experience in the postwar 
period but is not | kely to engage in a similar program again. As time passes, 
the advantages of more modern productive capacity in the United States will prob- 
ab'y become more marked and should offset the differences in wage rates. 

Our textile manufacturer is acquiring an increasing knowledge of the pro- 
cedures and methods followed in other American industries. They are being intro- 
duced into the textile industry. These procedures are particularly adapted to 
our large mass market: Textile production and marketing techniques are feel- 
ing the influence of the introduction of characteristic American industrial tech- 
niques. By converting the industry into a modern one, the American product 
becomes less vulnerable to foreign competition. 

Our working population is also best prepared for the operation, maintenance 
and development of the newer technology. The new, precision-built machines 
need a highly trained operative who can keep records and understand the prin- 
ciples of production. 

The textile worker has been converted into a machine tender after serving 
years as an artisan. Now he is being increasingly required to be the operator and 
reculator of complicated machines which involve refined use of electronic tech- 
niques and instrument controls and careful recording of observed performance. 
The high level of education makes it easier to install these techniques on a whole- 
sale scale in this country. 

The large-scale organizations in this country with accumulations of capital, 
scientific knowledge and skilled technical, production, and merchandising per- 
— provide a base for the introduction and rapid extension of technological 
changes. 

In contrast, the other countries of the world are short of capital, lacking in 
facilities for large-scale modernization, and suffering from a shortage in trained 
personnel. The more advanced industrial countries are likely to find, as England 
is concluding, that there are more attractive avenues for investment of such 
capital as it does have available. In the search for relative returns on various 
type of industries, textiles will rate very low in advanced countries and in Japan. 

Another phase of the problem is the determination as to whether the foreign 
countries are likely to maintain a large volume of textile exports. There 
has been an expansion of textile capacity into new countries and in older 
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industrialized countries, despite the destruction of equipment during the war. 
Among the countries which have expanded cotton-goods production are the 
following: India (from 3.9 billion yards before the war to 4.9 billion in 1953) ; 
Pakistan (240 million yards in 1953); Chile (from 14 million yards before 
the war to 28 million yards in 1952). Total world consumption of cotton has 
risen by 10 percent since 1939 (from 30.6 million bales in crop year 1939 to 33.4 
million in crop year 1953). 

The significant fact about the volume of production is that it has been moving 
into new areas. With this expansion has come the contraction in the volume 
of international trade. While total production of textiles has expanded over 
the last few decades, the volume of international trade has steadily declined. 
In cotton textiles, world trade was estimated at 9.5 billion yards per year before 
World War I. The volume declined to an average of 8.5 billion in 1926-28, 
to 64 billion in 1936-88 and was 5.8 billion in 1951-53. The production of 
total consumption supplied by domestic production was 82 percent in 1936-38, 
as compared with 73 percent in 1926-28. In 1951-53, the proportion of con- 
sumption provided by domestic production of cotton goods was approximately 
88 percent. 

There is every indication that these trends are being continued. The newly 
industrialized countries are determined to provide their own textiles and reduce 
their dependence on textile imports. 

We believe that it is unwise to build up any significant degree of dependence 
in these countries upon the export of textile products. Moreover, these very 
countries are likely to have to expand their own consumption of textiles in order 
to raise the standard of living of their own peoples. The more advanced indus- 
trial countries, some of which are included in these negotiations, must look 
toward more productive channels for their industrial expansion. One such 
channel may well come through the utilization of their textile experience in the 
production of textile equipment. 


V. The maintenance of the American tecvtile industry is essential to our national 
standard of living, position, and defense 

The American textile industry has developed many characteristics peculiar 
to the American market. Unlike the textile industries in other countries, its 
products are designed for mass production and consumption of quality mer- 
chandise. The manufacture and distribution of apparel fabrics is responsive 
to the desire for an economic product which meets style trends prevailing in 
this country. The great middle-class provides the pattern for our goods. 

Our producers are constantly developing new effects and products which can 
gain favor in the American market. Innovations must be devised and experi- 
mented with in this country. The very nature of the style trends requires 
proximity to the market and close understanding of the underlying trends within 
the society. 

The textile industries in other countries have been differently fashioned. 
They have either sought to meet the needs of the lowest income groups or the 
luxury trade. They have grown up in periods when mass markets were not 
available. They haye emphasized short runs for the international luxury trade 
or large runs of staple fabrics for special export markets. They reflect the 
patterns of the economies in their countries, in which the distinctions in con- 
sumption patterns among various income levels are much sharper than they are 
in this country. 

In the field of household fabrics the same trends may be noted. We have an 
emphasis on Mass consumption even of the more highly priced fabrics. Our 
large expanse makes this possible. The ready acceptance of new style trends 
makes it easy to introduce the higher priced material in great volume. The 
foreign textile producers have not adjusted themselves to this type of production 
and merchandising. 

We wish also to point out that it is essential to maintain the textile industry 
of our country to furnish us the textile products needed for military defense. 
The capacity which was considered excessive in the prewar years proved indis- 
pensable to military vietory. Cotton production was expanded to 12 billion yards, 
woolen and worsteds to one-half billion yards and rayon to 1.5 billion yards, and 
many other textile products were turned out. Without them we could not have 
clothed the large armies we put into the field nor met the large needs of our 
allies, Nor could the industries of our country have been kept going. No com- 
bination of countries in the world could have performed the assignment in textile 
production which we met. It is, therefore, vital to keep this capacity available. 

59884—55—pt. 3-27 
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VI. The American tertile industry is one of the largest of all national teztile 
industries and its position must be maintained 


By clearly comprehending the size and proportions of the American textile 
industry, we can appreciate the degree of caution which one must use in proceed- 
ing to affect its ability to meet the country’s needs. 

(a) The total number of employees covered by all sections of the textile prod- 
uets and synthetic yarn industry in December 1953 was 1,200,000. (Textile mill 
products plus textile bags, handkerchiefs, curtains, draperies and other textile 
housefurnishings, and synthetic yarn fibers.) 

(b) These workers constitute a substantial proportion of the total employment 
in a number of States along the Atlantic seabord. 

The high concentration of textile employment in several States is significant 
for several reasons: (1) It suggests the absence of local alternative employment; 
and (2) the dependence of vast areas of our country upon this industry. The 
industry has deep roots in many local and State economies. The largest propor- 
tion of the industry is located in the nonmetropolitan areas. They are concen- 
trated in one-industry and sometimes one-mill communities. Alternate oppor- 
tunities and facilities for transfer are completely lacking. The disappearance 
of industries in many areas means migration for the workers as new local indus- 
tries are not usually available. The communities have been backward in secur- 
ing diversified industrial development. Textile employers in many instances 
have discouraged such diversification. Such migration as will result would have 
to be out of the regions affected. It is therefore vital to legislate with great care. 

Employers and our private economy have blindly pushed ahead in the pursuit 
of their profits and left ghost towns and displaced thousands of persons. We 
call upon the Government not to aggravate the condition of the textile com- 
munities. 

(C) The American textile industry is one of the largest in the world. As of 
July 31, 1953, we had 22.9 million cotton-system spindles in place, 18 percent of 
the world’s total. In the year ending July 31, 1953, we consumed 9,457,000 
bales of cotton, over 28 percent of the total consumed in the world. Per capita 
consumptign of the 3 major apparel fibers in the United States was 16.9 kilo- 
grams in 1952, compared to a world average of 4.0 kilograms. 

The destruction of the textile capacity of this country would be a disservice to 


the world economy. It would aggravate the net deficit in textile producing 
capacity which is likely to exist over the next several years. The lifting of the 
standards of living in all parts of the world will require an expansion of con- 
sumption. A destruction of capacity would therefore be undesirable. The de- 
velopment of a fund of dollars for international trade must come from other 
sources, 


VII. Protection of the American teatile industry has had few unfavorable effects 
upon the American or world textile economy 


One of the complaints against protection has been that it results in monopoly 
and consequently high prices. This contention cannot stand up in the case of 
the textile industries. 

Most of the American textile industries have been highly competitive as to 
price. The reductions in costs of production through technological developments 
have been transmitted to the consumers. In fact, during the thirties, the con- 
sumers reaped the greatest benefits so that the workers were kept at substandard 
wage levels. 

I may be confidentially declared that textiles are now better and cheaper the 
world over because of the contributions made by the American industry. More 
recent changes have been initiated in this country than in any other. The 
American environment has been and is at present conducive to technical ad- 
vances. No other country has made the strides we have and we have shared 
them with the rest of the world. 

Prices of American textiles at the present time are, with few exceptions, within 
the range of reasonableness which is to be found in American industry. 

We have established the highest wage levels in the textile industry the world 
over and therefore have provided a wage target toward which textile workers 
in other countries might aspire. We have not attained the wage levels of the 
large modern industries characteristie of American production but our organiza- 
tion is determined to move in that direction. Average straight-time hourly 
earnings in the textile industry are now $1.33. In the synthetic yarn industry 
the average hourly earnings are $1.80. : 
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The textile industry in the United States has been the most technically pro- 
gressive one in the world. It has contributed substantially to the advances in 
foreign technology, styling, and merchandising. 


VIII. The tariff mechanism is circumvented by foreign government policy and 
is complicated by current raw material price policies 


The tariff mechanism is based on the assumption of a free market in which 
only commercial considerations enter into the determination of the final selling 
price. This assumption is no longer characteristic of most foreign countries. 
In many countries, industries enjoy special advantages in the form of subsidies 
either in the purchase of equipment or raw material or in the sale of goods to 
foreign countries, The final costs are not truly representative of those common 
to a private industrial enterprise. The wholesale manner in which subsidies 
are applied considerably affects the competitive situation. Prices offered by 
foreign sellers may not truly represent the comparative advantages of their 
countries in the production of yarious goods for international trade. These un- 
usual price determinants are now strongly affecting the flow of commerce. To 
protect the American textile industry from low wage and subsidized industries, 
the tariff rates must be maintained. 

The current Japanese experience highlights this fact. A cutback of some 15 
percent in cotton spinning is being contemplated to dispose of a surplus of stocks 
and to effect a rise in export prices. Various attempts to check the dominant 
trend in export prices had failed because mills which had previously agreed on 
a voluntary reduction had violated the agreement. Japanese stocks of cotton 
goods at the end of June had risen to 420,000 bales. While exports during the 
first 9 months had increased from 924 million square yards to 634 million square 
yards prices had dropped more than 25 percent. The Japanese cotton manu- 
facturers carrying large debts at high interest rates given to them by banks 
dependent on Government aid felt compelled to dump goods on the world mar- 
ket almost in the prewar manner in order to keep ahead of the banker. 

In the textile industry we have another serious problem, arising in connec- 
tion with the prices of raw materials. American cotton prices are maintained 
by an internal price-control program which has raised them to abnormal levels. 
They are unrelated to the actual costs of production. If it is desired to relieve 
the foreign drain on American dollars, there is a suitable procedure for doing 
so by lowering the prices of raw cotton exports. They are a heavy call on avail- 
able dollar exchange. If this country is intent upon protecting the price of 
raw cotton and maintaining a market for cotton in the United States, then the 
cotton textile industry must not be victimized by a flood of foreign imports. 

We have been financing the export of raw cotton to Japan. Now in order to 
permit that country to pay, we are being urged to permit the Japanese to dis- 
place American textile products so as to provide them with dollar exchange to 
repay in part the cost of the cotton we sent them. The result is that we are 
asking the cotton textile industry to be sacrificed for the large raw cotton 
growers with little ultimate benefit to them. Since each yard of Japanese cloth 
sold in this country will displace a yard of American cloth with a consequent 
loss of an equivalent American market for raw cotton. Moreover, the prices 
paid by Japan for cotton are exorbitantly high as they are for the American 
consumer, The American taxpayer, including the textile worker has under- 
written these high prices. We are, therefore, financing the very forces which 
seek destruction of major sectors of the American cotton-textile industry. 

We are being asked in the interest of cotton growers who have forced the 
sales, to help Japan pay them, and the Government endorsed loans. 

The textile workers are being asked to yield their jobs to help cotton growers 
continue to sell their surpluses to Japan as the growers have been unwilling to 
curtail their acreage in the degree necessary to obviate this necessity. We do 
not believe that the textile mill industry should be sacrificed to get the growers 
out of difficulty which they have brought upon themselves and which course can 
be of no ultimate profit to themselves. 

In the ease of wool, another price problem exists. Our domestic wool industry 
is protected by tariff rates and financial grants. The domestic consumption of 
woolen products is handicapped by the constant rise in raw wool prices. If they 
continue to increase on the international market, the woolen products may truly 
become luxury items. One of the ways in which to reduce the cost and thereby 
assure a higher volume of raw wool imports is to eliminate the raw wool tariff 
and increase the direct financial aids to the domestic woolgrower. But if the 
present tariff on raw wool is maintained, the tampering with tariff rates on 
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woolen products will only have adverse effects on the consumption of wool in 
this country. The program designed to protect domestic woolgrowers will also 
be injured. The soundest solution is a program of lower tariff rates for raw 
wool and an income support program for woolgrowers. 

The Textile Workers Union of America, CIO, has affirmed its keen interest in 
a restudy of the agricultural price practices in this country. Certainly, the 
present program, except for the new wool payments system, benefits the small 
farmer only moderately and pays off substantially to the larger farmers. The 
domestic consumer pays twice for this program, through high prices and high 
governmental expenditures. The conflict in approaches between the foreign 
trade program and the agricultural price program is brought sharply into focus 
in the discussion of textile items. To allow any substantial increase in the 
volume of imports of textile products would be injurious to the agricultural 
program. Present high prices are also reducing the consumption of textiles. 
The way to approach this basic question is not by adversely affecting the textile 
preducing industries. It is by finding a new method of aiding the agricultural 
population which would lower raw material prices, encourage expanded consump- 
tion, and assure adequate income to farmers and growers, provide foreign coun- 


tries with lower priced raw materials, and allow for higher imports of raw 
materials. 


IX. Concessions should not be negotiated in the forthcoming discussions for 
producis which are primarily supplied by countries other than those with 
which the negotiations are to be carried on 

A number of the products up for negotiation in the forthcoming discussions 
are substantially supplied to the United States by countries other than Japan. 

Thus, in 1953, the United Kingdom was the largest source of United States im- 

ports of bleached countable cotton cloth (3,934,000 square yards, as compared to 

imports from Japan of 2,102,000 square yards) (Tariff par. 904 (b)). India 
was the major supplier of imported quilts and bedspreads, block printed (ex- 
cluding Jacquard-figured ), accounting for 71,707 of the 102,959 articles imported ; 
only 9 came from Japan (Tariff par. 911 (a)). The Republic of the Philip- 
pines accounted for imports of 180,443 dozen pairs of knitted gloves and mittens 
wholly or chiefly cotton or other vegetable fiber, compared to 83,555 dozen from 

Japan (Tariff par. 915). Belgium shipped us 5,802 terry-woven towels (not 

under 45 cents each) and we received none of this category from Japan in 1953 

(Tariff par. 923). 

In schedules 10, 11, 12, 13, and paragraph 1529, most articles currently under 
consideration are predominantly supplied by countries other than Japan. In 
fact, the 1953 record shows no imports from Japan in the following categories : 


Jute yarns or roving (single) and sliver (par. 1003) 

Jute webbings (par. 1015) 

Jute bagging (par. 1019) 

Wool blankets (par. 1111) 

Wool floor coverings, not specifically provided for, valued over 40 cents per square 
yard (par. 1117 (c)) 

Silk gloves and mittens, not embroidered, no lace (par. 1208) 

Rayon and other synthetic yarns, except single yarns weighing 150 deniers or 
more (par. 1301) 


We believe that it is desirable that these products not be included in the dis- 
cussions since the principal beneficiaries from any concessions would not be 
required to reciprocate. 


X. Limited types of textile imports can contribute to new ideas, developments, 
fabrics, and designs; but they should not come in such volume as will destroy 
segments of the American industry 


We recognize that there is a place for a limited import volume of specialized 
textile products. These can offer new ideas in design, pattern, use, and style. 
We can learn much from foreign countries. In fact, some of the products im- 
ported into this country can stimulate domestic interest and demand for textile 
products. But these imports must be selective. The present tariff rates allow 
for such imports. They have come in. No prohibition of textile imports is 
contemplated by the present tariff rate structure. 
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XI. We urge the promotion of international fair labor standards in the textile 
industry to avoid the production of textiles on the basis of exploited labor 


We wish to point out that the labor movements of various countries recognize 
that low earnings and substandard working conditions and long hours have pro- 
vided unfair competition with the workers in other countries. 

Many of the complaints of unfair competition built on low wages could be 
eliminated through the negotiation of fair minimum labor standards for all 
textile-producing countries. 

We shall submit specific data and analyses on the individual items to be con- 
sidered in the negotiations, 


TABLE I.—Employment in the textile mill products industry by State, 
February 1951 and October 1954 


Employment (wage and | Change from Febuary 1951 
salary workers) to October 1954 
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1 Data includes States not shown separately. 
? October 1954 figure is not available; figure shown is for August 1954. 
® October 1954 figures are not available; figures shown are for September 1954. 


Source: State Departments of Labor and U. 8. Bureau of Labor Statistics. 


Tan_e II.—Tectile areas of substantial labor surplus, September 1954. 


Substantial surplus * Very substantial surplus? 


MAINE 
Biddeford 


VERMONT 
Burlington 
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MASSACHUSETTS 


Fall River* ; Lawrence * 

Lowell * Southbridge, Webster 
Milford 

New Bedford * 

North Adams 


RHODE ISLAND 


Providence * 


NEW YORK 
Hudson Amsterdam 
Utica, Rome* 
NEW JERSEY 

Paterson * 

PENNSYLVANIA 
Reading * Altoona * 
Williamsport Scranton * 


Sunbury, Shamokin, Mount Carmel 
Wilkes-Barre, Hazelton * 


MARYLAND 
Cumberland 


WEST VIRGINIA 
Parkersburg 
GEORGIA 
Cedartown-Rockmart 
Columbus * 
ALABAMA 
Alexander City 
Anniston 
Decatur 
Gadsden 
Talladega 
Source: Bureau of Employment Security, United States Department of Labor. 


Taste III.—Teatile mill liquidations, 1945-54" 


Plants 


Mr. Barxwy. I should like to indicate the nature of my testimony 
because in a certain sense if we had the time I think the members of 
your committee would have been most interested in hearing the points 
of view which we presented because our organization is a labor 
organization. | 

it is affiliated with the Congress of Industrial Organizations which 
has long been known as an organization identified with the liberal 
trade forces of this country. 


1 Unemployment from 8 up to 12 percent of labor force. 
2 Unemployment 12 percent or more of labor force. 
* Major area. 
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I myself as an economist associated with industry and the union for 
many years have great sympathy for the promotion of international 
trade. 

My general outlook is that associated with those who are very much 
concerned with the promotion of a full employment economy and con- 
sequently, my views and those which I present here are in sharp con- 
trast to those promoted by cone of similar outlooks and general 
philosophy political philosophy and consequently are in that respect 
distinctive and should be presented rather elaborately; but I am 
restricting myself to a few statements so that that point of view will 
be made known. 

Senator Cartson. Mr. Barkin, if you will permit, we had earlier at 
the beginning of these hearings Mr. Carey of the CIO who made a 
very splendid statement in regard to their position on it. Are you in 
disagreement with Mr. Carey ¢ 

Mr. Barkin. We point out in my statement here that our organiza- 
tion appeared before the committees of the CIO, the resolutions com- 
mittee, and succeeded in having added to the resolution of the CIO 
conditions concerning their position on international trade which 
added the words “such tariff reductions shall not be destructive of 
basic American industry.” Those two conditions were added to Reso- 
lutions 39 and 61, which were read into the record by Mr. Carey. 

Those two conditions in our opinion present a concern that the 
American free-liberal trader has recently developed because he has 
become more sensitive to the destructive eflects which the reckless, in- 
considerate and unselected lowering of tariff rates might impose upon 
American industry and in my statement we elaborate just how that 
was effeeted and our interpretation of that. 

We believe that our success in having a group such as the CIO to 
make a condition with respect to its position and as fundamental as 
that is symptomatic of the change in public attitude which should 
be reflected im the legislative action undertaken by the Senate and the 
two bodies jointly. 

It is indicative that the unqualified position of liberal trade which 
was presented here time and time again has to be given a fresh thought 
and a fresh review and cannot be adopted with the abandonment and 
without the qualifications such as is suggested by the bill here pre- 
sented to you. 

In connection with this statement I might also say that we are 
very much impressed that we are placing excessive emphasis on the 
importance of the trade aspect of our international economic problems 
as a solution for greater balance, particularly in its emphasis on tariff 
rates. 

In my statement I elaborate this concept. which has become more and 
more positive, though frankly unfortunately not presented to the 
people as frequently and as forcefully as it should. 

Tariff rates do not make trade. Trade flows from relationships 
complimentary and supplementary of nations. 

Unfortunately the pattern of trade among nations is only slowly 
evolving in the postwar world and we are not doing enough in the 
a of a pattern of supplementary and complimentary in- 
dustry so as to promote such international trade. 
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Unfortunately many of the advocates of liberal trade mistake the 
mere reduction of a tariff rate as being an opening door to greater 
trade. 

Frankly, many of the tariff reductions which might be affected 
through such acts as this may not invite or cause any additional trade 
at all. 

But what is important is that many of the reductions which will 
be affected will have their impact on the traditional industries of this 
country, which will be very seriously affected because these are the 
older industries found in these other countries which have been created 
and which have coexisted with us and from which culture we have 
sprung. And the newer countries, the underdeveloped countries, are 
trying to develop traditional industries such as textiles and in their 
anxiety to secure foreign trade are overplaying the possibility of secur- 
ing foreign markets. 

The rest of my statement speaks of the fact of our conviction that 
while there are imports into this country of the type involved in the 
traditional industries, which are largely jeopardized, or in the words 
of the President, are jeopardizing, and which are industries that have 
a high labor content in terms of sales dollar. 

While we have large amounts of unemployment in this country, 
because at the present time it ranges between the 314 million officially 
recorded and the 5 million which many of us believe to be a more 
proper estimate of unemployment—while that condition exists, the 
displacement of high labor content industry, in terms of sales dollar, 
would be an unfortunate fact to perform at the present time. 

Two final comments: One relates to our experience under the escape 
clause. There is one division of the textile industry which has had an 
unfortunate experience before the tribunal handling the escape clause 
itself, that is the screening printing industry. 

That matter has been elaborately unfolded. It is a very small 
industry. 

As a matter of fact the number of employees is well less than 300 
to 400 employees engaged in the screen printing of women’s scarves. 
Most of the handwork which is performed on those screen-printed 
scarves is done in Puerto Rico. The issue before the President of 
the United States in reversing the recommendation of the Tariff Com- 
mission was whether or not he would allow the sewing industry manu- 
facturing scarves, employing tens of thousands of people in Puerto 
Rico and the few hundred American workers who were much more 
skilled and more productive and produced at lower cost than the 
Japanese screen printers, to be displaced by the Japanese producers 
who were producing on contract of American manufacturers or sellers. 

His decision was that the American industry and the Puerto Rican 
producers should be displaced by the Japanese. That decision was 
made unfortunately on the basis of arguments and conjectures which 
do, which will not be corroborated by studies and facts. 

Unfortunately the people who wrote the President’s decision set 
aside the facts presented by the Tariff Commission and our knowledge 
is and the Japanese concede that is the Japanese providers, that they 
have taken over the American market. 

Unfortunately one consequence of that action has been that the con- 
sumption of scarves in the United States has declined. 
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And the result has been that the amount of silk fabric which is being 
used in the United States has declined. The total imports of scarves 
into the United States has declined and the total consumption of 
Japanese goods has declined as a result of the fact that they are now 
being manufactured in Japan and still trends have moved away from 
that garment because it is not being promoted adequately through 
American design immediately responsive to style trend. 

My final comment relates to the Japanese textile industry. I was 
fortunate to visit Japan in 1953 on behalf of our Government and 
I visited some 30 different centers of the Japanese textile industry. 

I think I can say with considerable conviction that the Japanese 
textile industry is fully aware of the problems which it faces. 

It is a much smaller industry than the prewar industry. It is an 
industry which is divided into 2 major sections, 1 consisting of 
very large companies paying in the order of $20 per month to employ- 
ees working 48 hours a week and another group of manufacturers of 
small and medium-size plants who pay much lower wages than those 
in the large plants. 

The Japanese textile industry knows that it cannot find markets 
either in Asia, broaden markets either in Asia, Latin America or 
ultimately in the United States. 

It knows that the Japanese economy cannot rest on the textile 
industry. ‘The reasons for these conclusions are rather obvious. Most 
of the Asiatic countries are building their own textile industry. India 
is a formidable competitor of Japan. And is displacing Japan in 
many foreign markets. 

Indonesia which is now an important outlet for Japanese textile 
fabrics is developing its own. 

Burma hopes in 5 years to have its own industry. The same is 
likewise true of the South American countries. 

We believe that any real students of the problems of the Japanese 
economy knows that it is futile to encourage the growth of the textile 
industry in Japan as a basis and foundation for its economy. 

It will not be an outlet for its goods just like England, France, Italy, 
and other exporters of textiles are finding to an increasing extent and 
just as we are. I would like to point out that the textile industry is 
now already suffering from a shrinkage of exports. Its markets a 
ing the postwar peak allowed for the export of somewhere near a 
billion and a half yards. It is now down to 600 million. 

I think I can safely forecast that our markets for exports are going 
to shrink in the immediate future. The markets, our principal mar- 
kets are Canada, Philippines, South America, Latin America, and 
South Africa. 

Canada, the market in Canada is uncertain, because the new 
trade agreement with Japan will open up the market for Japanese 
textiles in Canada and therefore threaten somewhat close to 200 mil- 
lion yards of our exports there. 

The Philippines are bound by a trade agreement with the United 
States which has a terminus. The South American markets are all 
uncertain ones, threatened intermittently threatening intermittently 
with lower tariff rates while permitting India and Japan to export 
to those countries. . 
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I believe in conclusion that it is unfortunate that the proponents 
of liberal trade as so many others have said have failed to think 
through this problem. 

If they were truly advocating liberal trade they could not look for 
the solution of this problem through a reciprocal trade agreement pro- 
gram or any such device as this. 

They need a complete new vehicle for the promotion of broader and 
larger volume of international trade. 

They are here merely inviting the destruction of the traditional 
industries, the industries which can be destroyed by other countries 
which are themselves contracting their own traditional industries an 
in their anxiety to hold on are seeking export markets. 

That would be an unfortunate facto and would not really help in 
the long run to rebuild the economies of those countries. 

It is our hope that from the many identities you have heard here 
from many proponents and opponents of your bill that one properly 
should flow, namely the establishment of some commission and agency 
which should be devoted to the development of programs for the pro- 
motion of international trade rates than merely concerning itself with 
the problems of the increase or lowering of rates for the traditional 
industries which are vulnerable to exports and low-wage exports from 
other countries. 

Senator Cartson. Mr. Barkin, you have made a very excellent 
statement and I think I can assure you that this committee is sympa- 
thetic to your problems, of labor and industry and when we go into 
executive session we will give consideration to your entire statement 
which will be made a part of the record. 

We thank you so much. 

The next witness is Mr. Creshkoff, the American Veterans Com- 
mittee. 


STATEMENT OF A. J. CRESHKOFF, AMERICAN VETERANS 
COMMITTEE 


Mr. Chairman and members of the committee, I am A. J. Creshkoff. 
My home is in Chevy Chase, Md. I am appearing before you toda 
on behalf of the American Veterans Committee (AVC) of which 
am a member. 

The American Veterans Committee supports H. R.1. As veterans 
we feel we have a special stake in all measures eg to ee 
peace and freedom in the world. This we believe H. R. 1 will do. 

That is why we are particularly concerned with reports that some 
Members of Cutgyeis love received communications from their con- 
stituents saying, in effect, “I am a disabled veteran who lost a leg 
fighting the Japs. Now the Japs are trying to take my job away too. 
Please vote against the reciprocal trade bill.” 


We understand that oes Bs these letters have been received from 


textile areas which are fearful of greater Japanese competition if the 
trade agreement with Japan, now under negotiation, is signed. 
Among our own members are veterans employed in the American tex- 
= industry so we are not unaware of, nor unsympathetic to, these 
ears. 
Yet since appeals have been made in the name of veterans to oppose 
H. R. 1 on these grounds, we feel impelled briefly to examine what 
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appear to us to be the main economic facts of life about American tex- 
tiles. 

The textile industry, as we understand it, is going through a period 
of rapid technological change. J. A. Livingston, the well-known busi- 
ness economist, in his column in the Washington Post and Times 
Herald on March 6, 1955, pointed out that during 1954 production of 
American textile products rose by 13 percent. During the same period, 
however, employment in the industry declined 3 percent. As Mr. 
Livingston explains: “This is American capitalism in fulfillment. 
This is the improvement that industry has been striving for ever since 
the end of the war—increased output per worker through modern lay- 
out of plants, installation of new machinery, and a better trained work 
force.” 

That there appears to be plenty of room for technological improve- 
inents in the textile industry seems to have rather wide acceptance. 
Less well known, however, is the fact that management in this indus- 
try has been backward. This was emphatically asserted by George F. 
Doriot, professor of industrial management at the Harvard Business 
School, on March 11 before the Textile Research Institute, as reported 
in the New York Times. Professor Doriot, who was in charge of 
research and development for the Quartermaster Corps during World 
War II, charged the industry with “a lack of development, a refusal 
to permit educated young people to work out new ideas, and a tend- 
ency of top management to take it easy—spending the winter in Florida 
and the summer in Maine,” 

Technological improvements will undoubtedly increase as manage- 
ment—and labor, too—strive more vigorously to adjust in a positive 
way to changing world conditions. 

The Textile Workers Union of America, who, by the way, have op- 
posed any reduction in textile duties, themselves declared in a state- 
ment filed with the Tariff Commission last December : 


Our textile manufacturer is acquiring an increasing knowledge of the pro- 
cedures and methods followed in other American industries. They are being 
introduced into the textile industry. These procedures are particularly adapted 
to our large mass market, Textile production and marketing techniques are 
feeling the influence of the introduction of characteristic American industrial 
techniques. By converting the industry into a modern one, the American prod- 
uct becomes less vulnerable to foreign competition. 

Our producers are constantly developing new effects and products which can 
gain favor in the American market. Innovations must be devised and experi- 
mented with in this country. The very nature of the style trends requires 
proximity to the market and close understanding of the underlying trends within 
the society. 

The textile industries in other countries have been differently fashioned. 
They have either sought to meet the needs of the lowest income groups or the 
luxury trade; they have grown up in periods when mass markets were not avail- 
able; they have emphasized short runs for the international luxury trade or 
large runs of staple fabrics for special export markets; they reflect the patterns 
of the economies in their countries, in which the distinctions in consumption 
patterns among various income levels are much sharper than they are in this 
country. 

In the field of household fabrics the same trends may be noted. We have an 
emphasis on mass Consumption even of the more highly priced fabrics. Our large 
expanse makes this possible. The ready acceptance of new style trends makes it 
easy to introduce the higher priced material in great volume. The foreign textile 
oe have not adjusted themselves to this type of production and mer- 
chandising. 





1690 TRADE AGREEMENTS EXTENSION 


Thus the very technological changes which are causing some imme- 
diate distress are the soundest indication that foreign competition 
will not be a serious threat. 

Statistics show, of course, that the cotton textiles industry and the 
war veterans who are employed in the industry have an important net 
stake in foreign trade. Cotton cloth exports in 1953 were 6 percent 
of production; imports were the daivalint of one-half of 1 percent 
of United States production. In synthetic fabrics the situation is 
similar. Exports were 7 percent of United States production, imports 
the equivalent of only two-tenths of 1 percent of production. Only 
in a very few eases, such as in high grade cotton specialties and ve 
cheap cotton lines, is there serious import competition. The Randall 
Commission staff estimated that, if all tariffs were completely sus- 
pended, not a single cotton import would supply even as much as 
10 percent of domestic consumption. 

As for Japan, it supplies us with only 10 percent of the goods making 
up our cotton textile imports; by contrast, Japan purchased 25 percent 
of our total exports of raw cotton. She is also a big purchaser of many 
other of our exports—including another sick commodity, coal. In 
1953 Japan sold us only one-third of what she bought from us. 

Let us remember, too, that the trade bill as written contains safe- 
guards against any vast influx of competition. Though we regret 
their insertion in the bill, the peril point and the escape clause provi- 
sions are just such safeguards. Asa more constructive form of protec- 
tion, we in the American Veterans Committee have endorsed—and 
urge this committee favorably to consider—the Kennedy-Williams 
bill to provide Federal aids to communities suffering unduly from 
import competition. Related legislation, the so-called Trade Agree- 
ments Casualties Act recently introduced by Senator Humphrey 
we think should also be carefully studied. Certainly it is far sounder 
national policy to give special assistance to specific ailing communities 
than to iabaditice entire industries in the form of tariff protection. 

These brief remarks indicate, we believe, that the threat to the 
American textile industry from Japanese competition is greatly 
exaggerated. We connot share the views of those veterans who urge 
you to vote against H. R. 1 on these specious grounds. 

Quite the contrary, we urge you to support H. R. 1 because it 
will help build the strong, free world which, God willing, can mean 
that there will be no new generations of veterans. 

Senator Cartson. Thank you, Mr. Creshkoff. 

The next witness is Mr. Dean M. Lewis of Silk and Rayon Printers 
and Dyers Association. 

We would appreciate it if you will cooperate with us, Mr. Lewis. 
If you care to make on oral statement, or any way you care to proceed, 
sir. 

Mr. Lewis. I am perfectly willing to have this put into the record 
without going through it. There is not much that I can attest to 
other than dak has already been said today except that we would 
like to go on record as an association stating that before there is any 
change in the tariffs, or at least authority given to one man, that we 
would strongly recommend that the situation be thoroughly scrutin- 
ized and investigated and we would abide by the Tariff Commission’s 
ruling. 

Thank you. 
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Senator Cartson. Mr. Lewis, we appreciate your statement. Your 
printed statement will be part of the record, and I think you may be 
assured that the members of the committee will look at it as coldly 
and.as honestly as we know how. 

Mr. Lewis. Thank you so much. 

(The statement referred to is as follows :) 


STATEMENT OF DEAN M. LEWIS, PRESIDENT, SILK & RAYON PRINTERS AND DyYERS 
ASSOCIATION OF AMERICA, INC. 


Mr. Chairman and members of the committee, my name is Dean M. Lewis. 
I am president of the Silk & Rayon Printers and Dyers Association of America, 
Inc., which comprises some 125 member concerns who are engaged in printing, 
dyeing, bleaching, and otherwise finishing silk, rayon, nylon, and orlon and other 
synthetic fabrics. I have been in the finishing business for more tha 37 years, 
and am the president of the Colonial Piece Dye Works, a finishing company in 
North Bergen, N. J. Iam appearing in behalf of the association in opposition of 
H. R. 1 in its present form. 

The silk and rayon finishing industry contains approximately 450 concerns 
and employs about 60,000 workers. The industry produces about 2% billion 
yards of finished piece goods, and grosses about $300 million per annum. More 
than 40 percent of this total is paid to labor. In addition, it is estimated that 
the industry spends more than $100 million per annum for the chemicals and 
dyestuffs used in the finishing process. Members of the association are located 
in each of the eight States where the bulk of this industry is located. 

The fabrics processed by this industry are an essential part of the clothing 
and home furnishings of the Nation’s population. They also include many 
fabrics essential to national defense. During and since World War II, our in- 
dustry has been processing such critical items as parachutes, tent cloth, tow 
targets, bomb fragmentation cloth, camouflage material, fiberglass panels for 
the Navy, flack jackets, flare cloth, uniforms and many other articles essential 
both to our war effort and our national defense. 

As the principal spokesman for the silk and rayon finishing industry, our 
association does not quarred with the declared purpose of H. R. 1, which is to 
expand foreign markets for the products of the United States and thus to main- 
tain a better relationship among various branches of American agriculture, 
industry, and commerce. Our industry however, must object most vehemently 
to any legislation which would permit a reduction in existing tariffs on finished 
textiles. This industry, which is vital to the interests of the Nation, is facing 
the most serious economic crisis in its history. It is no exaggeration to say 
that the very life of an independent finishing industry is at stake. Any decrease 
in the rate of duty which would encourage further importation of finished 
goods may be the final and fatal blow to the continued existence of the finishing 
industry as it has developed and as it has served the Nation for over a half 
century. 

This industry has always been characterized by a much larger than average 
pereentage of failures, generally attributed to the intense competition among 
its hundreds of members, and a historic pattern of steadily increasing costs of 
labor and materials and static or declining prices for its products. But during 
the past 3 years these adverse factors have become so intensified as to bring 
about one of the most aggravated depressions in the history of the industry. 
Costs of dyestuffs, chemicals and labor are at historic highs; yet for many im- 
portant printing and dyeing items, the industry’s prices are lower than at the 
depth of the depression in the thirties. These factors, plus a serious decline in 
the demand for our services, have resulted in a wave of bankruptcies and liquida- 
tions which even exceed conditions in 1982. Some of the oldest and finest names 
in the business have disappeared from the scene. In 1953—an excellent profit 
year for American industry as a whole—more than 75 percent of the finishing 
industry is estimated to have operated at a loss. 

The consuming public has also suffered from industry's plight, since squeeze 
between costs and prices results frequently in work of inferior quality. And, 
of course, the ever-increasing failure of finishers imperils the livelihood of many 
thousands of families and reacts unfavorably upon the industries which manu- 
facture and supply the chemicals, dyestuffs, and other materials used in the 
finishing operation. 
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The basic purpose of our tariff is to protect the Nation's standard of living, 
by maintaining our high level of wages and productivity, and by guarding against 
a deluge of imported goods made by low-wage labor and not infrequently by 
inferior methods. 

Any tariff concession relating to finished goods can only worsen the fate of our 
industry. This is not mere conjecture on my part. We have an actual example 
of the irreparable harm which a reduction in tariffs will cause our industry. 
My example relates to screen-printed silk scarves. 

On January 1, 1948, the duty on imports of screen-printed silk scarves was 
reduced from 65 to 35 percent ad valorem and in 1951 was further cut to 32% 
percent. After a careful examination and reexamination of conditions in the 
industry, made at the President’s request, the United States Tariff Commission, 
in August 1954, recommended that the rate of duty be restored to 65 percent for 
an indefinite period. This recommendation was based on the Commission’s ex- 
press finding that the domestic industry was experiencing serious injury as 
the result of increased imports attributable in whole or in part to the customs 
treatment reflecting the tariff concessions. The Commission also commented 
upon the widespread depression in our industry and its effect upon other branches 
of the textile industry. The following is quoted from the Commission’s supple- 
mentary report to the President : 

“The depressed state of affairs to which the screen printed silk scarf proces- 
sors have been reduced during the last few years has been intensified by adverse 
factors of a general character that affected practically all branches of the textile 
industry devoted to printing, dyeing, and finishing silk, rayon, and related 
fabrics.” 

Unfortunately, the President declined to accept the recommendations of the 
Tariff Commission for an increase in the duty. The inevitable result is that 
domestic scarf producers are being slowly but steadily exterminated by low-wage 
imports, principally from Japan where the average hourly earnings are 19 cents, 
as compared with the $1.50 to $2 hourly rate in our domestic industry. 

During the period 1948 through 1954, out of approximately 200 plants engaged 
in the screen printing and screenmaking industry, employing approximately 
4,000, due to Japanese imports, 125 plant failed in business and shut down, The 
balance of 75 plants, employing 1,000, because of little or no scarf business were 
foreed to diversify in order to remain in business. 

This example emphasizes the great dangers of H. R. 1 to our industry, as well 
as to many branches of related industries. If the President is to be authorized to 
reduce tariffs, that power should be expressly denied as to industries, such as 
ours, which the Tariff Commission finds may be imperilled or seriously threatened 
by tariff reductions. A simpler method of guaranteeing that the power to reduce 
rates of duty will not result in the destruction of an important domestic industry, 
is to provide specifically in the bill that no tariff reductions shall be made in 
regard to specified commodities, such as finished silk and rayon textiles. 

There are situations in which reciprocal trade agreements can be used to good 
advantage in our relations with other countries, but the authority to negotiate 
such agreements should contain adequate safeguards for the protection of our 
vital domestic industry and our standard of living against low-wage influxes 
from abroad. 

Thank you for this opportunity to express our views. 


Senator Carxson. I would like to submit a statement of Robert L. 
Williams, representing the Kansas Independent Oil & Gas Association 
before this committee. He was here yesterday but did not remain to 
appear personally. I would like to have this made a part of the record 
in the section dealing with oil as of yesterday, if I may. 

(The statement referred to appears at ne 

Senator Cartson. The next witness is Mr. B. H. Lerner, executive 
director, National Association of Blouse Manufacturers. Mr. Lerner, 
we appreciate very much your appearance here. 


2U. 8. Tariff Commission, Supplementary Report to President (August 1954), p. 27, n. 3. 
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STATEMENT OF B. H. LERNER, EXECUTIVE DIRECTOR, NATIONAL 
ASSOCIATION OF BLOUSE MANUFACTURERS, INC., NEW YORK, N. Y. 


Mr. Lerner. Mr. Chairman and members of the committee, the 
blouse industry produced in 1954 blouses in the value of about $344 
million at wholesale—or about 12,500,000 dozen garments. About 
three-quarters of these garments are produced in the New York area; 
Philadelphia and Los Angeles each provide from 6 to 8 percent of the 
total volume; while Chicago contributes about 2 percent. 

Approximately 50 percent of the output of the industry is in popu- 
lar-price lines which engages one-half of the industry’s labor force, 
or 20,000 workers. This popular-price branch of the industry, pro- 
ducing about $150 million annual volume, is in immediate danger of 
losing its business because of the present low tariff rate, 20 percent, 
on blouses now being imported from Japan in direct and injurious 
competition to the American product. 

Many domestic popular-price blouse producers have already suf- 
fered considerably during the past few months because of the competi- 
tion of like or directly competitive Japanese garments sold here at 
prices far below what American manufacturers can sell them and still 
remain in business. 

As examples of the destructive competition of blouse items imported 
from Japan, we offered in evidence in December 1954, before the Com- 
mittee on Reciprocal Information several Japanese-made blouses sold 
at retail in American stores for far less than the cost of producing like 
garments in this country: 

Item No, 1: This Japanese blouse was sold at retail in American 
stores for 77 cents. Based on our costs, the same or similar garment 
would sell at retail for about $1.69. 

Item No. 2: This Japanese blouse was sold at retail in American 
stores for 98 cents. Based.on our costs, the same or similar garment 
would sell at retail for about $1.98. 

Item No. 3: This Japanese blouse was sold at retail in American 
stores for $1. Based on our costs the same or similar garment would 
sell at retail for about $2.25. 

Several other Japanese blouses placed in evidence produced the same 
disparities. 

When we appeared before the United States Tariff Commission and 
also the Committee for Reciprocity Information here in Washington 
in December 1954, we advised both the Commission and the committee 
that a dangerous situation had already arisen by reason of the fact 
that a group of American blouse manufacturers were already in Japan 
making arrangements for large scale importation of Japanese blouses 
in order to capture for Siesientees the popular-price retail market here 
and thereby undermine the American production of like or competitive 
garments. 

We stated furthermore that at the fast rate at which matters were 
going, Japanese blouse oon mba might become a real menace to our 
domestic industry in about 6 months ora year. The truth of this state- 
ment is already apparent within only 3 months. Not only have Japa- 
nese blouse imports increased alarmingly during the interim, but we 
can recite three incidents of major importance which will give you an 
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idea of how rapidly our industry is being undermined under the pres- 
ent 20 percent tariff : 

Incident No. 1: An agent of a Japanese concern, named F. Kane- 
mastsu & Co. Ltd., Tokyo, Japan has currently visited members 
of our industry stating that his firm has its own weaving mills and 
controls one of the largest number of mills in Japan; has been es- 
tablished for 65 vears and is very reliable in the import and export 
business. 

It is willing to make to our specifications any garments our members 
submit, which could then be imported to this country at far below 
American production costs. According to this agent, an American 
garment selling for $30 per dozen at wholesale could be matched by 
a Japanese garment to be sold for $16.50 per dozen at wholesale, with 
much better workmanship and better material than our domestic 
product. 

This means that the Japanese blouse import would retail for $1.98, 
whereas, a similar American blouse would have to bring $3.98 at re- 
tail. This $2 difference at retail is clearly destructive to the American 
industry. 

This Japanese firm claims that it already has orders from American 
manufacturers in excess of $200,000. 

Incident No. 2: The Certified Buying Service, Inc., 130 West 3ist 
Street, New York, N. Y., has distributed to its retail clientele a mimeo- 
graphed circular, together with 2 sets of 3 pictures each (and descrip- 
tions), showing 6 Japanese blouses at $10.50 per dozen. 

The six imports pictured are exact copies of very popular American 
styles now being widely sold by our domestic industry to retail apparel 


departments all over the United States for $16.50 per dozen. 


Excerpts of the circular accompanying these photographs reads as 
follows: 


No * * * It’s not a typographical error * * * the price really is $10.50 a 
dozen. 


The secret? * * * They are made in Japan: For this reason we suggest that 
you anticipate delivery * * * order at once, 

Incident No. 3: To illustrate how rapidly the Japanese blouse im- 
port business is expanding in America, a Japanese agent now in this 
country is soliciting orders on higher price blouses with beautiful 
beading to retail at approximately $5.50 each. 

We prophesied to the Committee on Reciprocal Information in De- 
cember 1954 that Japanese blouse imports would soon be reaching also 
into the higher price field. This prophesy has already come true. 

The threat of serious injury which faces the domestic blouse industry 
is very much like that which destroyed the domestic screen-printed 
silk searf industry. Imports of screen-printed silk scarfs from Japan 
began at a low rate (as in blouse imports). But the volume of scarf 
imports from Japan grew tremendously in a comparatively brief time 
because of the low tariff rate on such scarfs. 

The escape clause was invoked and following an investigation the 
United States Tariff Commission reported to the President on April 
13, 1953, that the domestic screen-printed silk-scarf industry was being 
seriously injured as a result of the competition from Japan. 

On December 23, 1954, identical letters were sent to Senator Eugene 
D. Millikin, then chairman, Senate Finance Committee, and Repre- 
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sentative Daniel A. Reed, then chairman, House Ways and Means 
Committee, excerpts of which read as follows: 

President’s action on the Tariff Commission’s report with respect to screen- 
printed silk searfs, recognizes that: 

* * * sales of all screen-printed silk scarfs by 31 representative firms declined 
between 1952 and 1953 * * * 

The substantial decline in domestic production of screen-printed silk scarfs * * * 

* * * With little adaptation each of these operations can be employed in the 
production of articles other than scarfs * * * Services performed by cutters and 
hemmers in the manufacture of screen-printed scarfs are also used elsewhere, 
for example in the manufacture of other neckwear, blouses [our italic], and 
accessories * * * 

* * * Under the circumstances, therefore, although it is clear that domestic 
scarf production has declined, it is not clear that serious injury has resulted * * * 


The irony of this decision of the President is in his conclusion that 
the jobless workers in the scarf industry can be used in the manufac- 
ture of blouses, whereas, at this very moment the domestic blouse in- 
dustry is about to be undermined and destroyed for the same reason 
and by the same means as the screen-printed silk scarf industry. 

To top all this, several enterprising American blouse men who have 
been following the course of the reciprocal trade program have re- 
turned to Japan for a second time and are now there. They returned 
to Japan for 2 reasons: (1) To place additional large orders for 
blouse imports and, more important yet, (2) they have taken with 
them samples of American blouse styles for the purpose of having 
them copied and reproduced abroad for import here. 

In addition, they are giving the Japanese blouse producers some 
American know-how on certain aspects of American methods. 


The reproduced blouse copies, as well as the regular run of imported 
Japanese garments, are to be sold to American retailers at prices 
aie the American cost of production. 

To illustrate the growth of Japanese blouse imports, the United 
States Tariff Commission gives the following figures which represent 
mostly blouse imports: 


$17, 111 | 1953 
34, 605 | 1954 749, 341 

While the figures for 1955 are not yet available, it would seem 
from information gathered around the trade that orders placed with 
Japanese producers the first 3 months of 1955 may equal or exceed 
the $749,341 of the entire year of 1954. This illustrates the ac- 
celerated rate of speed at which Japanese blouse imports to this 
country are expanding. 

It is well to observe at this point that in 1945 the tariff on Japanese 
blouse imports was 3744 percent. However, in 1948 it was reduced 
to the present 20 percent. In other words, while the standards for 
wages and hours in American industry were constantly being raised, 
the tariff on blouse imports was being lowered. In addition, our 
industry is now being threatened with a further reduction. 

It should be clearly understood that Japanese workers are just as 
efficient and just as excellent in sewing as our domestic operators. 
Japanese garments are equal to ours in every respect, as anyone knows 
who has seen the work on a Japanese kimono. The Japanese are well- 
known as excellent and successful copyists. 

The unfair competitive advantage which Japan enjoys lies in the 
enormous difference of labor costs between our two nations. In Japan 

59884—55—pt. 3—28 
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a blouse operator earns an average of $20 to $22 per month, or about 
$5 per week for a 48-hour week. Whereas, in America the same type 
of operator earns from $60 to $80 per week for a 35-hour week. 

The major domestic blouse markets in this country have maintained 
for the past 20 years contractual relations with the International 
Ladies’ Garment Workers’ Union, calling for the 35-hour week and 
for minimum wages far in excess of the national wage and hour law 
requirement for a minimum of 75 cents per hour for a 40-hour week, 
or $30 per week, as against earnings of $5 per week in Japan. 

The enormous gap in wages is further widened by the cost to the 
American manufacturer of fringe benefits. The overwhelming ma- 
jority of domestic producers pay an additional 10 percent of their pay- 
roll to union-administered health, vacation, and retirement funds and 
for unemployment and social security payroll taxes, 

Fringe benefits of 10 percent on $5 per week is an entirely different 
matter than on $50 per week. In the first instance, it is 50 cents; and in 
the second instance it is $5. 

Our domestic blouse industry is doing an excellent industrial and. 
economic job. The standards we maintain are among the highest in 
our economy. With responsibility to 40,000 workers and with a sub- 
stantial contribution to our American living standards, it does not 
seem feasible or reasonable that our industry should be undermined 
by ruinous competition through faulty, hasty, or thoughtless tariff 
legislation. 

The misstatements of Mr, Charles P. Taft are probably prompted 
by zeal rather than knowledge and should be weighed accordingly. 
We are not opposed to trade with Japan. We are merely opposed to 
unfair and destructive competition. 

Indeed, the resentments and fears expressed at various hearings in 
Washington by so many important and stable segments of American 
industry on the Japanese tariff situation established clearly that the 
problem is far more serious than thought by the President’s advisers. 

It has become planly evident that the Japanese import program re- 
quires changes in some vital particulars in order to avoid or prevent 
a injury to American production of like or directly competitive 
articles, 

Our industries have need for and deserve a bigger voice in tariff poli- 
cies affecting them. Up to the present, hearings on the Japanese 
matter before committees may have served to meet formal require- 
ments, but have achieved no results for the valid claims presented. 

Several concrete and sound suggestions for modifications and 
changes in the act have been advanced by some groups, particularly 
before this committee. These should be carefully considered. 

Giving the President the power to lower Japanese tariffs, at his dis- 
cretion, can inadvertently cause serious injury to American industry. 
This power is an instrument that must be surrounded by safeguards. 

The Tariff Commission, as an instance, should have a greater part 
in the adjustment of tariff rates. Industry, likewise, should be given 
full opportunity to present its legitimate claims for just and valid 
consideration before a body having power to grant relief from de- 
structively low tariffs. 

The American blouse industry asserts that the Japanese trade pro- 
gram in its present form is not only threatening to cause, but is already 
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coast serious injury to our industry, and an increase in duty as 
speedily as possible has now become an urgent necessity. 


Senator Cartson. Thank you, Mr. Lerner. We are pleased to re- 
ceive your views. 

If there are no other witnesses here for this afternoon’s hearing, 
that completes the session and we are eee 


lowing letter is made a part 


(By direction of the chairman, the fo 
of the record :) 


DEERING, MILLIKEN & Co., INC., 
New York, February 25, 1955. 
Hon. Harry FLoop Byrp, 
Senate Office Building, Washington, D. C. 


Dear Sir: Pretty soon you will be called upon to vote on the reciprocal trade 
treaty and I would like to take this opportunity to point out to you the very 
grave repercussions the passage of this act may have on the textile industry 
which is the mainstay of so many States economy. 

It seems to those of us who have made a study of this situation that it is adding 
insult to injury to first tax the American textile industry to provide the funds 
with which to build up a completely modern Japanese textile industry from a 
low of 2 million spindles right after the war 7,900,000 spindles today and then 
to lower the tariffs which are already inadequate to prevent this country being 
flooded with Japanese textiles made on this modern machinery where the average 
hourly wage is only 1314 cents against our average wage of 10 times that amount. 
How is it possible for American management and American labor, no matter 
how efficient, to compete with the newest machinery with this enormous dis- 
crepancy in the wage rate? 

As to raw material, it actually costs the same to ship cotton from Houston to 
Japan as it does to ship from Houston to the southeastern cotton-manufacturing 
States. Therefore, the Japanese are under no disadvantage due to freight rates. 

It has been argued that by permitting the Japanese to sell their cheap goods 
in the American market we will be furnishing them with dollars with which to 
buy American cotton. But the sad fact is that last year they purchased only 
one-third of their cotton in the United States, the balance being bought from 
Mexico, Brazil, ete. 

I understand that Washington recognizes that the textile industry stands in 
great jeopardy and that it has been proposed that if the Reciprocal Trade Act 
goes through and the textile industry is hurt, a subsidy be granted to those firms 
which are hurt and to those individuals who lost their jobs as a result of the flood 
of imports that will be coming in, mostly from Japan. If we are to start sub- 
sidizing industry and individual workers, it seems to me we will have about 
reached the end of the road to socialism and this is too fearsomé a possibility 
to even consider. 

It would not take a great many imports to so depress the domestic market 
that all Saturday operations in the American mills would cease. I do not believe 
that it is widely recognized that for the sixth day operation textile workers in 
South Carolina are receiving an average of $2 an hour or $16 for the day. What 
the loss of this income would do to the textile communities in the State is very 
easy to realize and horrible to contemplate. 

Among 45 nations of the free world United States tariffs ranked eighth from 
the bottom in size of tariffs, and on all imports the average United States tariff 
is about 5.3 percent. 

It is very difficult for me to see how the battle against communism can be 
helped by sacrificing American industry with a consequent rise in unemployment 
and possible subsidization (a socialistic idea). As I see it this trade-not-aid 
bill is merely another way to tax the American people whose ingenuity has built 
up the American market to help other economies. We were originally 
told that the United States should support these economies until such time as 
they had returned to their prewar productions. As I understand it, all of the 
countries who are clamoring for our tariffs to be reduced have economies that 
have been operating at a much higher tempo than prewar, and is it not fair to 
ask the question: “When is the United States going to stop subsidizing foreign 
economies either directly through the grants of aid or indirectly through making 
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our great markets available to them by further reducing an already low-tariff 
structure?’ Is it not true that the reason that the American market is so 
attractive to foreign producers is because our workers receive high wages, which 
wages are not paid elsewhere? 

I urge that you give great consideration to this matter and to the position in 
which you will be placing the textile industry along with many others if you 
elect to cast your vote in favor of this Reciprocal Trade Act. 

Sincerely yours, 
RoGcer MILLIKEN, 


(At 5:15 p. m., the session was adjourned.) 
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FRIDAY, MARCH 18, 1955 


Unrrep States Senate, 
CoMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10; 05 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. 

Present: Senators Bryd, George, Kerr, Smathers, Barkley, Long, 
Millikin, Malone, and Carlson. 

Also present; Elizabeth B. Springer, Chief Clerk. 

The Cuarrman. The meeting will come to order. 

The first witness this morning is Mr. Charles P. Taft, president of 
the Committee for a National Trade Policy. 


STATEMENT OF CHARLES P. TAFT, PRESIDENT, COMMITTEE FOR A 
NATIONAL TRADE POLICY, INC. 


Mr. Tarr. Mr. Chairman, in appearing before this committee in 
support of H, R. 1, I want, at the start, to call attention to two facts. 
First, more business witnesses from more different kinds of businesses 
and industries have appeared in favor of the reciprocal trade agree- 
ments program in testimony and statements before the committees of 
the two houses than in hearings upon the enactment or any extension 
of the act of 1934. Many of them were members of our committee, 
and where we had any responsibility we made every effort to see not 
only that only one witness appeared from each industry but that if the 
same industry was represented at these hearings as in the House, they 
testified about new points not previously covered. 

The second fact to which I wish to call attention is that the wit- 
nesses against the bill have come in general from the same industries 
that have always opposed the reciprocal trade agreements program. 
Their testimony added practically nothing to what has been heard 
from 1934 through 1953, except perhaps the increase in the volume of 
their fears. 

In 1945 I listened to these witnesses tell the committees of the two 
houses that they were for the program, but that any further reduction, 
in duties on their particular commodities would bring economic dis- 
aster to them and their industries. This year they have expressed 
the same fears, even though the earlier fears have never been realized. 

Let me bring a little sanity into this record. The House hearings 
in which the representative of the chemical industry testified ended 
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February 7. On February 14 appeared the periodical Value Line 

Survey, certainly a conservative business publication. It said: 
sombastic statements that the abolition of tariffs “would stagger the chemical 

industry” (Dow) or “would cripple it” (Monsanto) have come as a shock to in- 

vestors since chemical industry prospectuses make no mention of this threat. 

In our view, the threat of foreign competition appears to have been grossly 
exaggerated. 

This article then reviewed facts not unlike those which I placed in 
the record in the House hearings, sinee both came from official publica- 
tions of either the Tariff Commission or Department of Commerce. 

The article ended by saying: “All in all, the facts suggest that our 
chemical industry can compete in our domestic market and abroad 
without tariff barriers.” 

This is only one example of what dispassionate observers say are ex- 
aggerated fears. I could multiply examples from most if not all of 
the industries which appeared against this bill. 

I cannot refrain from expressing here my sense of outrage at those 
who have played upon this kind of natural fear and have induced 
innocent workmen willingly or unwillingly to flood this Congress 
with postcards, which carry statements that the prime circulators must 
know to be lies—I have here one of the postcards, I will be glad to 
put itinthe record. It says: 

“American jobs lost due to imports, 5,800,000. Each American job 
supports three Americans. American jobs won, due to exports, 
2.500.000. Job deficit, 3.300,000.” 

The total number of unemployed in the United States on February 
15, 1955, was 3,380,000. I believe that to be exact. If vou take the 
average value added per employee in the United States, which is about 
$5,500, to displace 514 million jobs, 5,800,000 jobs, there would have to 
be about $30 billion worth of imports. This is about three times the 
actual annual rate of imports. It is one-third of all the exports of all 
the countries in the world. 

Now, further than that, if by any chance they mean to imply that 
for each actual job-displaced directly by imports, there are two jobs 
which are displaced incidentally in connection with the ones directly 
affected, that still gives 1,900,000 unemployed directly by reason of 
imports plus 3,800,000 indirectly. 1,900,000 employees would produce 
approximately $10 billion, which is the total amount of imports. 
Therefore it is an assertion, even on that basis, that the total amount 
of imports has displaced that amount of American employment. This 
cannot be believed by anybody who got it up. 

And they have procured the publication of advertisements signed 
by local labor unions, but beyond doubt instigated by the companies 
concerned, which can only be described as outright misrepresentations. 

I have here two of them, one published in the South Bend Tribune 
of February 5, and the other in the Boston Herald of March 11. The 
one in the South Bend paper lists the wages in Hong Kong and says— 
this is rubber and canvas footwear—“Our industry simply cannot 
compete favorably with the low wage rates in foreign countries which 
produce a low-grade rubber footwear. What do our tariffs mean to 
us? They mean the possible loss of jobs,” and so on, “What can you 
do about it? Look to your two Senators already in Washington,” 
and they name them. 
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Now, the fact as to the total imports for the year 1953, which are 
the only ones which we have for rubber footwear from Hong Kong, 
is $365 worth of rubber boots, $8,156 worth of rubber shoes and over- 
shoes, and in the items which the industry has stated are the principal 
items of competition in the United States, namely, sneakers, $450 im- 
ported in 1953. If you want to take the total domestic production for 
1953, there were 25 million pairs of sneakers produced in the United 
States in 1953. And the total number imported from Hong Kong were 
600 pairs. More than that, total exports of sneakers were over twice 
as large as total imports. 

I could go on with other examples. 

I see that Mr. Kennedy of the United Mine Workers testified before 
this committee that enormous imports of foreign oil are devastating 
the coal industry. You gentlemen heard yesterday what the witness 
from the American Cotton Manufacturers Institute said, that some- 
how this bill was going to crucify the entire industry. This seems to be 
getting close to Easter. 

Injury, when it rarely does occur as a result of import competi- 
tion is no different in kind from injury as a result of domestic com- 
petition, which happens every day. Producers complain in domestic 
competition about low wages in the South, or about distress sales, for 
instance, when their inability to compete is really due to inadequate 
management and inadequate progress in technology. Or it may be a 
complaint simply of less profitable prosperity when internal competi- 
tion has cut their profit margins. 

This kind of injury is no basis for the establishment of national 
policy on trade restrictions because such competition, with all its injury 
to those at the end of the procession, makes a stronger industrial and 
business base in a free enterprise system, and a stronger defense mobili- 
zation base for a cold-war period. 

The trade-agreements program is too important for the economic 
welfare of our country and its national security to be distorted and com- 
promised to satisfy the short-run interest of small segments of our 
economy, seeking special exemption from the natural pressures of the 
competitive free enterprise system. 

We certainly recognize—and I am speaking here for my committee 
and all of them, because this has been discussed at great length by our 
members—we certainly recognize that the impact of this import com- 
petition should not be brought on any industry by a sudden and sub- 
stantial reduction of a tariff. We point out that that kind of impact 
does not ordinarily come from the gradual way in which domestic com- 
petition operates. To help in readjustment in the unusual case of 
injury from imports we have proposed—we proposed to the Randall 
Commission, and we suggested to the House Ways and Means Com- 
mittee—Government assistance to States and localities in retrainin 
and unemployment compensation, and even in short-term loans if mae 
financing is unavailable locally. 

However, we do think it is important to emphasize that H. R. 1 is 
such a moderate increase in the President’s authority, that it would 
cause no such serious adjustment problems in its operation. 

The gains to our economy from high and expanding levels of world 
trade in jobs and production and in the availability of goods for con- 
sumption are too well known and too many to review in detail here. 
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Anything short of passage in the Senate of H. R. 1 as it passed the 
House would forego some of the possibilities of the benefits of expand- 
ing world trade at the expense of largely illusory gains to those who 
plead for protection. 

I do not neglect, though I have not and do not place first, the con- 
sideration of our relations with friendly countries. The increased 
strength of the free-world alliance and the need to keep its economies 
integrated and growing powerfully in the face of Soviet economic war- 
fare, must be obvious to any observer. These are, of course, paramount 
considerations, in the national interest, but they are considerations that 
are dismissed with alarming lightness by those who have testified in 
opposition to the bill, who talk, for instance, about exchanging indus- 
tries for islands. 

The hard core of the protectionist’s position is that the Trade Agree- 
ments Act can be extended and moderately broadened, on an entirely 
selective and gradual basis, as it is in H. R. 1, and as in the past, only 
at serious cost to themselves. 

But the peril-point and escape-clause provisions of the act remain, 
and serve to limit the extent of the duty decrease in the first case, 
and to provide an opportunity, in the second case for’ adjustment of 
the tariff if injury eagle result from imports and if it is in the national 
interest to protect that industry. The complaints about the procedures 
and actions taken under these provisions are not really complaints 
about lack of an adequate hearing, and they are most unfairly directed 
at the State Department. The real issue in these complaints, under 
both Democratic and Republican administrations, is that all Govern- 
ment departments, including generally the Tariff Commission, have 
insisted that damage was not shown in the particular case. 

Out of 51 Tariff Commission applications under the escape clause, 
the Tariff Commission itself tou no injury in 36. This has not pre- 
vented the 36 from damning the procedures and the State Department 
before the 2 committees of the Congress. 

Here are two examples: For many years the domestic bicycle manu- 
facturers have complained that the British and others were gaining 
a larger share of the American market. But up through 1953, prior 
to the present escape-clause proceeding, the American companies were 
making more bicycles and more money—over 2 million “bikes” in 1953, 
a new record and a steady rise since 1949. Even for the so-called 
lightweight bicycle, which is the type of bicycle we import, domestic 
production increased from 37,000 units in 1951 to 80,000 in 1952 to 
127,000 in 1953. Now it went down in 1953, and that is the second case 
that is now before the Tariff Commission; but what I am saying to the 
committee is that up to that point, where a large share of the market 
has gone to the importer but the domestic industry has continued to 
increase and to make more money, that is not injury. If anything, the 
domestic producers ought to be grateful to the British producers for 
developing a market for lightweight “bikes” in the United States. 

A second sample is where a single eae of a diversified company 
cannot compete and is dropped, but the company continues to operate 
profitably and increase its business. I don’t know of any escape-clause 
proceeding that illustrates this point. That has often been claimed, 
but it hasn’t actually come up before the Tariff Commission. 

This was the case about which Mr. Perey testified in the House; the 
unsuccessful attempt of Bell & Howell Co. to make a fine 35 mm. camera 
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in competition with Leica and other European cameras. We agree 
with Mr. Percy that this, too, was not injury, and should not be con- 
sidered as such for tariff purposes. Many witnesses have asked here 
for relief in this kind of a case. 

When the President in cases like these goes contrary to half or even 
a majority of the Tariff Commission, this is not an overruling of a 
finding of fact, but rather a different concept of what an undisputed 
set of facts adds up to in a competitive free enterprise economy. So 
far as I know, I would say to the committee that all of us who have 
operated in this general area have relied fully on the facts as I have 
defined them here as they came through the Tariff Commission. 

From the standpoint of the overall economy, not just one industry 
or company, the record and experience under the trade-agreements 
program is clear. Not only have our imports and exports increased 
over the past 20 years, but our gross national product has increased 
even more, relatively. So that both exports and imports today are less 
in proportion than they were in earlier years. The highest point, as I 
recall, was in 1927 or 1928. 

Take imports: From 1944 to 1953 imports of merchandise increased 
from $3.9 billion to $10.9 billion. An increase of $7 billion of imports 
over the 10-year period has not affected our American economy ad- 
versely. If it has hurt, it is a hurt that has been very well concealed. 
The increase in imports of merchandise has made possible our exports 
of merchandise which have redounded to the economic advantage of 
American industry, labor, and the taxpayer. 

Whatever has produced our current unemployment, it is not and 
was not imports. The January Economic Report of the President, 
on the other hand, cites increased exports in 1954 as one of the causes 
for sustained employment in spite of the inventory recession. There 
is some argument that the 10-year period since the end of World War 
II has been abnormal. There was a bulge in exports before Europe 
got back to prewar production. That point is long since past and the 
last 3 years have seen the end of the seller’s market; yet we have 
maintained our general level of exports. 

This much is clear. Today American industry and agriculture find 
themselves in a very strong world position. Their productivity has 
increased substantially in the past few years, their capacity to pro- 
duce is huge, and their reliance on established foreign markets is sub- 
stantial. I repeat, because it seems not to be well known, that fully 
70 percent of our exports of merchandise consists of manufactured 
goods, goods that are produced with high wages, highly skilled labor, 
and these goods meet competition all over the world. 

Competition is substantially tougher than it was in the immediate 
postwar period ; salesmen cannot be just order takers any more. But 
it can and will be met as effectively in the future as it has in the past. 

The demand for American exports remains unsatisfied. If foreign 
countries could earn more dollars through trade, directly or through 
third countries, there is no question that the greatly reduced restric- 
tions against our exports which still remain in force for balance-of- 
payment reasons, would be further reduced and we would find ex- 
panding markets for our goods abroad. On the other side of the 
ledger, our imports consist largely of raw materials, foodstuffs and 
semiprocessed materials that are essential to the continued economic 
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operation of our whole business, industrial, and agricultural systems. 

Only 20 percent of our imports compared to 70 percent of exports 
consist of manufactured goods, and not all of these can be regarded as 
offering competition to domestically produced products. What 1 want 
to emphasize is the simple fact that we are in an extraordinarily 
strong position in our competitive capacity today, and for the future 

How then, one might ask, can so many individuals come before this 
committee and argue that they are in serious danger from imports? 
It is due to a panic fear, sincerely felt, but stimulated by jet propulsion 
at these periodical extension hearings. We have checked into the con- 
tentions of a great many industries, and we have found in general that 
there are three sepentedt characteristics of the positions that they have 
taken before this committee. 

First, they apparently do not look up, and they certainly do not 
tell this committee, all of the facts about the relationship of exports 
and imports to their economic position. Just one illustration. One 
would never guess from listening to the representatives of the cotton 
textile industry that 6 percent of their production of cotton textile 
cloth in this country is sold for export, while imports of cotton textile 
cloth are only one-half of 1 percent of domestic production. 

Second, a great many of the industries which are in difficulty appar- 
ently find it easier to charge their troubles to imports rather than to 
other far more important factors. Take as an example the coal indus- 
try. Since 1947, which was the peak production year for bituminous 
coal, through 1953, coal has lost 155 million tons of markets. Accord- 
ing to the representatives of the coal industry this loss of markets was 
due to imports of residual fuel oil from Venezuela. I have just quoted 
an excerpt from Mr. Kennedy’s statement as reported in the papers. 

The fact is that over the same period of 7 years, heavy fuel oil in- 
creased its market from foreign or domestic sources, by the equivalent 
of only 11 million tons of coal. At least 144 million net tons worth 
of the coal industry’s difficulties are due to causes other than heavy 
fuel oil. These predominant causes are in fact natural gas and com- 
peting fuels produced from petroleum, such as diesel oil for the rail- 
roads and light fuels for house heating. Even most of the 1954 loss 
in coal exports was due to dieselization of railroads in Canada. That 
is over 4 million tons in 1 year. 

Third, when any opponents of this legislation appear before this 
committee they are professional pessimists and their wails of anguish 
are heart rending. When they speak to their stockholders or to the 
press the picture is quite different. Take the chemical industry again 
for example. It put $1.2 billion into new plant in 1954, and now pro- 
jects $1.5 billion for such investment in 1955. How does that gee with 
their pessimism here? Besides that, out of a total production of $20 
billion worth of goods, the chemical industry exported $900 million 
worth in 1954 (excluding military items) while imports of chemicals 
were less than $250 million. Their stake in exports is far beyond their 
concern about imports, and in 1954 both Dow and Monsanto increased 
their exports by 25 percent over the prior year. 

The American Tariff League says our tariffs are low, and they are 
ai this moment engaged in promoting vigorously a book by Sam 
Lubell which says that tariffs de not really stop any trade.. Then wh 
is the league reviving again this ancient show of the tragic m 
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from so many of its members against any further reduction in duties? 

It should be pointed out in conclusion, that H. R. 1 besides its tariff 
veduction authority also continues the President’s power to negotiate 
down other restrictions put on by foreign countries, among which 
quotas and exchange controls are most important. 

It should also be pointed out that H. R. 1 itself does not include 
the whole program. One of the most important areas not yet cleared 
is that of customs red tape and uncertainty, both in classification and 
valuation. 

Our objective for a stronger free world and for a stronger United 
States requires expanded trade in goods and merchandise and services 
among the free nations of the world. 

Senator Grorce (presiding). Thank you for your appearance here 
and your statement. 

Questions, Senator Millikin ? 

Senator Mitirkrn. Do you believe in the injury test of the Recipro- 
cal Trade Agreements Act ? 

Mr. Tarr. I am quite satisfied to operate under that, yes, sir. 

Senator MiturK1n. If the injury test is carried out in good faith— 
if it is not mixed up with a lot of other things—to the extent that it. 
safeguards the domestic market, do you oppose it in any way ? 

Mr. Tarr. No, sir. May I point out, however, that I did define my 
idea of what I did not consider injury in the case of two samples on 
which there might be a difference of opinion. But I am certainly will- 
ing to stand by the fact that the injury test of the act as contained in 
the escape clause should be continued. 

Senator Mittin. Do you believe that we should injure any domes- 
tic industry for the sake of foreign trade? 

Mr. Tarr. I think there may be cases but they are certainly very 
rare, Senator. 

Senator Mitirk1n. Well, tell me what they are. 

Mr. Tarr. I don’t. know enough about all of them. To give an ex- 
ample, I would say that there may have been some injury in the case 
of brier pipes. I can’t see why brier pipes, if there were some injury, 
should be favored particularly if that was an item that was very 
important in our foreign relations . 

Senator Mitir«rn. I am suggesting that if a bona fide case is made 
that an industry is injured or is threatened with serious injury, in that 
kind of a case would you under any circumstances favor overlooking 
the injury for the sake of exports ? 

Mr. Tart. I think there may be such a case, yes, sir. 

Senator Miutiixin. Tell me what that case is. 

Mr. Tarr. I have attempted to give you one. This is a matter of 
speculation. I am sorry, I can’t go further than that. 

Senator Miiiixr. I would like very much to know what those 
exceptions are. 

Mr. Tarr. I have said that they probably were very few. That is 
the only one that occurred to me. 

Senator Miu. As a general policy you stand by the test of 
injury, you do not favor injuring any domestic industry to gain ex- 

rts 


Mr. Tarr. That is correct.. I am willing to have the escape clause 
as it stands, continued in the act. 
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Senator Mitiix1n. What do you propose to do about this particular 
bill that is before us? Do you have any suggestions ? 

Mr. Tarr. No, sir. I would be glad to comment on some of the 
amendments that have been suggested, if you would care for me to 
do so. 

Senator Mittrx1n. Tell us what you suggest, briefly. 

Mr. Tarr. There are 4 or 5 amendments that have been offered, and 
I can comment on them briefly. There is one, for instance—the textile 
xeople yesterday proposed to knock out the Japan provision entirely. 

t seems to me that that should not be done. One of them suggested, 
for instance, that under the Japan provision the escape clause and 
peril point would not be included. I think they are completely wrong. 
They also objected—— 

Senator Mitir«rn. Let me interrupt you there to ask you whether 
insofar as the Japanese matter is concerned we should adhere to the 
peril point or escape clause ? 

Mr. Tarr. Absolutely and the law is clear on that. 

Senator Minin. They should not be allowed to import stuff in 
here that would injure domestic industry ? 

Mr. Tarr. The escape clause would apply to these concessions as it 
does to all others. They also suggested that under the 50-percent 
provision, Senator, that 1s, in cases where there are now no imports, 
or the imports are negligible—that the imports of cotton cloth could 
be considered as negligible. This seems to me totally ridiculous. 
There are 50 million square yards of imports coming in, as against 
10 billion square yards of production. Fifty million couldn’t be con- 
sidered as negligible under any circumstances. This is the provision 
that the gentleman referred to as involving the crucifixion of the tex- 
tile industry. If you took 600 pairs of sneakers imported from Hong 
Kong out of 25 million pairs of domestic production that might be 
considered as negligible, r would have to say that. But certainly not 
50 million square yards as against 10 billion, or one-half of 1 percent. 
If you have a very large market, one-half of 1 percent is not negligible. 
And therefore the 50-percent provision would not supply. 

Senator Mriurkry. I think there you indulge in a basic fallacy. 
If you have a tight market, a 1-percent surplus can upset your market 
as well as a much larger one. 

Mr. Tarr. Yes. But I am not talking about the injury provision, 
IT am talking about the provision for a 50-percent reduction in the 
duty if the imports are negligible. I am saying that that does not 
apply to the textile industry, and therefore I am taking that one out. 

Senator Grorce. In other words, you think that that would be so 


construed as a »plying 


Mr. Tarr. li couldn’t possibly be construed as applying to that. 

Senator Grorce. I agree with you on that. 

Mr. Tarr. I mention textiles because a representative of that indus- 
try happened to come here yesterday and made suggestions for amend- 
ment that were in that form. ° 

So far as the Neely amendment is concerned, I am op to it 
because of two reasons, one, that the 10-percent quota on both crude 
and residual would keep back 175 to 195—it is a little hard to estimate 
it exactly—amillions of dollars worth of oil which pays for the same 
amount of manufactured goods we sell to Venezuela. And these 
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exports of ours employ 30,000 to 35,000 American workers. And it 
seems to me that under those circumstances that unless that damage is 
shown to be directly against the coal industry—and they haven’t tried 
an escape clause in this matter-—that the Neely amendment should not 
be adopted on that ground. 

So far as crude is concerned, I have made some investigation into 
that subject. The domestic producers are on a sound basis. I might 
point out that if you take the proportions of the market retained by 
the small producer, it is the highest so far as crude production is con- 
cerned, of any segment of the industry, and the intermediate inde- 
pendents come next. The production of the large companies who also 
import has increased least during this period when there have been 
iacreased imports of crude. They have thus substituted imports of 
crude for expanded production from their domestic sources. 

Senator Miniixin. Again assuming that a show of injury is made— 
not what you think about it or what I think about it—but supposing 
a show of injury is made, say, to the Tariff Commission, as to the im- 
ports of oil, should that injury be stopped ? 

Mr. Tarr. Well, Senator, the real problem there would be in the 
case of coal which I referred to earlier where their total loss of market 
over a 7-year period was 155 million tons, and the demand for residual 
use by only 11 million tons of coal equivalent. 

Senator Mitirgin. You are judging the facts now. 

Mr. Tarr. Iam stating the facts in this particular case, 

Senator Mmirgrx. Wait. There isn’t anybody wise enough to be 
so certain when he says he is stating the facts. I just want to give 
you a word of caution on that. I am assuming that the facts are 
shown—and they may be contrary to the way you assume them—that 
if an injury is shown, should there be correction ? 

Mr. Tarr. Senator, I do not think the facts are contrary to the way 
I have presented them, because I have gotten them from official sources. 
In this case, however, the problem is a little different. Here is a case 
where there is a large amount of injured coal. A very small propor- 
tion of that, only 11 million out of 155 million, comes from this source. 
Under those circumstances I would say that that is not a damage which 
would be attributed to the imports of oil. If it is called damage, then 
I would say that it ought to be disregarded. 

Senator Miiirkiy. If this committee should decide that there is a 
damage, if the Congress should decide there is damage, do you believe 
it ought to be corrected, or should we stand on what your opinion of 
it is? 

Mr. Tarr. I can only say that my opinion is what I would think 
the Congress should do in this case, and if I were here, that is what 
I would do. 

Senator Mittixin. Assuming the judgment of Congress was to the 
contrary, should the injury be corrected ¢ 

Mr. Tarr. Well, if Congress passed an act it obviously has to be 
corrected. 

Senator Minzix1n, I am acing you, should it be corrected ? 

Mr. Tart. I am saying it should not. 

Senator Mitirx1n. How do you figure that ? 

Mr. Tarr. I figure it because you have to measure the causes of the 
damage to the coal industry, you have to measure the damage of the 
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11 million tons, which involves so many unemployed—I don’t know 
what it would be, three or four or five thousand—you have to measure 
that against the damage to as many as 30,000 or 35,000 employees 
who are exporting the goods for which that oil pays. You can’t help 
balancing those two damages. That isn’t a question of foreign affairs, 
that is a question of domestic economy. 

Senator Miiirg1n. Assuming that the Congress takes a look at the 
whole situation and takes a look at it properly and concludes that these 
people are being injured, should the injury test be applied ? 

Mr. Tarr. It has to be applied if the Congress so decides. 

Senator MrmuurKr1n. Then you would have no objection to that? 

Mr. Tarr. If the Congress decided it, I would naturally obey the 
law. I am saying that they are wrong. 

Senator Miti1K1n. You are asking us to stop the investigatory pro- 
ceedings because you think 

Mr. Tarr. No, sir, not at all. I am here to try to persuade you that 
my viewpoint of it is right. That is my job and that is my conviction. 

Senator Mitircrn. What I am really asking is whether you are an 
affirmative believer in the injury test. 

Mr. Tarr. I am. But I am telling you that there are two kinds of 
injury involved here. You do find cases, as in the coal case, where you 
have got a very small amount of injury due to imports on one side 
and a very large amount of injury due to cutting off imports, and 
therefore exports, on the other side. I am suggesting that that ought 
at least to be weighed on the basis of employment. 

Senator Mirirkrn. You have no objection to weighing it? 

Mr. Tarr. No, sir. 

Senator Minii«rn. And as far as the law is concerned, you favor the 
continuation of the injury test ? 

Mr. Tarr. Absolutely. 

Senator Mrizrx1n. And you might not like the results, but you 
would take them ? 

Mr. Tarr. That is right. I didn’t agree with the President’s deci- 
sion on watches, but he made it, and I am satisfied to go along with it. 

Senator Mriur«1n. What is your position on this trade business? 
Do you favor the adoption without amendment—— 

Mr. Tarr. Without amendment. 

There are a couple of other amendments I might mention, because 
they are of some importance, and they haven’t been commented on. 
Senator Capehart, I believe, has introduced one which proposes to 
require that nothing shall come in unless it has been manufactured by 
a standard of wages equal that in the United States. This would ex- 
clude all imports except those from Venezuela. And it seems to me 
that it is perfectly impossible to administer it, Ten years ago there 
was testimony on this from Sol Barkin, and Emil Rieve of the textile 
workers, and in general I would follow their line. You cannot force 
other countries up faster than they can come in their economic system. 
You should require that no tariff concessions be made except on those 
imports that are produced under the labor standards in the country 
where they are pone whatever those standards may be. 

Senator Mri. I don’t see that that answers anything. How 
would that give relief against injury in the United States by saying, 
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this is all right, because it applies to the standards of the fellow who is 
exporting the goods to this country. 

Mr. Tarr. It doesn’t actually injure the United States. 

Senator Mitzixrn. But if it does? 

Mr. Tarr. You are assuming things that I can’t find any facts to 
support. 

Senator Miuikin. Well, Mr. Taft, I come back again to the gentle 
suggestion that if it is so found and we should decide that there is an 
injury, you would have no objection to the correction being made? 

Mr. Tarr. Senator, I certainly will follow the judgment of the Con- 
cress When it takes action. Iam a good American citizen, I hope. But 
T certainly will also reserve my right to criticize them for doing it, 
and try to persuade them not to do it in advance. 

Senator Mriur«rn. You have a perfect right to do that. But you 
won’t be overcritical of us if we take a certain viewpoint ? 

Mr. Tarr. I might be critical, and you might think I was over- 
critical. 

Senator Mitirx1n. You have the right to do that. But in the end I 
think there will be some adherence to the injury clause. 

Mr. Tarr. I told you I support that. 

Senator Mriurxrn. And if the injury clause is abided by, my own 
thought is that there would be no objection if we find under al] the 
tests, the tests you laid out, that there is injury to domestic industry, 
I think that there would be relief. 

Mr. Tarr. Thatis right. That is in general the position of our Com- 
mittee. 

Senator Grorcs. You differ as to what it is. 

Mr. Tarr. As to the definition of injury, that is right. 

Senator Mruixrn. What did I understand you to say a while ago 
about where some part of an industry is injured and other parts of 
the same industry are profitable? 

Mr. Tarr. Well, there would be the case of the powerplant equip- 
ment, for instance, in the electrical industry. This is one item out of 
a very large industry which has a huge stake in exports, and because 
they pay for the exports which they send out, they have a huge stake 
in imports. Many of their raw materials are imports, too, incidentally. 
In this powerplant case, I would disagree as to whether they have been 
hurt by the Executive order under the Buy American Act, by the 
reduction in the preferential percentage and the giving of the con- 
tract to foreign countries. Out of four recent cases, the domestic 
companies have managed to get the low bids. I think they just didn’t 
have their pencils out and sharpened in the early bids. That is the 
operation of our American competitive system. But that is a case 
rn Ra have one item out of a very wide variety where injury 
is alleged. 

Senator Mrnrrk1y. Where you have an industry that makes 10 dif- 
ferent articles or, we will call them dissimilar, if you wish, and 9 of 
them are profitable, and 1 is unprofitable because of imports, would 
you deny relief against imports on that 1? 

Mr. Tarr. I would depend on the total income of the company and 
its general operations. But in general I would say, yes, I would not 
call that injury. 
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Senator Mirur«r. That is what I am getting at. You say the 
test is the prosperity of the whole industry ? 

Mr. Tarr. That is right. 

Senator Mitir«1n. What if a single industry is making the same 
product and is also injured? 

Mr. Tarr. I can only say to you what I think I said in the House 
with reference to the bicycle industry. One of the leading manufac- 
turers is reported to have said that he was going to keep on making 
his kind of bicycles and wasn’t going to diversify until hell froze over. 
All I can say is that I think it 1s going to freeze over and he is going 
to be put out of business. That is the trend of American business, 
diversification, and it is a wise trend, it is an effective trend, it increases 
employment. And it seems to me that anything that presses him 
to diversify is good. 

Senator Mixtrxrn. I can’t reconcile the various statements you have 
made to me. 

Mr. Tarr. That is because we differ on our definition of injury, 
Senator. ‘ 

Senator Mitirxr. That is what I am trying to find out. Ifa manu- 
facturer is in 10 different lines of business, and 1 of them is bicycles, 
and he cannot get ahead because of the importation of bicycles, do 
you feel that because he is making a profit in these other lines that 
his injuries should be disregarded ? 

Mr. Tarr. Yes. I think there are too many alternatives that are 
open to him. Take bicycles. One is to use modern technology and 
effective executive management in the production of bicycles. That 
is the first alternative. And the ciao if he does that and he still 
can’t compete, to drop bicycles. And that is what is being done in our 
internal domestic competition almost every day. I see no difference, 
unless you get into questions of national defense, Senator. 

Senator Miri. You ought to see a difference there, because 
domestically we operate under the same standards of living and under 
the same payroll, and the makers of the imported bicycles do not. 

Mr. Tarr. Our- costs, if we adopt our modern technology, are lower 
in substantially all cases of manufactured goods. 

Senator Mutirkrn. All the testimony here is to the contrary. 

Mr. Tarr. The testimony is based on assertions about relative costs 
which cannot be supported by any sound, scientific investigation ex- 
cept in a very few cases. The support for this view, Senator, is 
found not only in the testimony in 1934 of Bob O’Brien, who was a 
long-time member of the Tariff Commission, which I think was to be 
put in the record of these hearings, but it also is sustained by the fact 
that in proceedings under section 336 of the Tariff Act of 1930 before 
the Tariff Commission, of which there have been 15, they have found 
no single case in which there was either a justification to making any 
further investigation at all—and this is what happened in about 12 
of them—or in one case, they couldn’t find what the costs were in the 
foreign country ;—and in one case they finally dismissed it on some 
other ground, which I am frank to say I didn’t have time to under- 
stand. 

Senator Mriirm1n. And if you find that the machinery is the same 
in both countries, the skills the same in both countries—and that often 
is the case—you find that, and the other factors that must be consid- 
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ered in totaling up your cost, that in this country you pay $1.50 per 
hour for the same labor that makes the same commodity, and in the 
competing country they pay 10 or 15 cents an hour, how do you over- 
come that? 

; Mr. Tarr. Senator, there are two different points which you are 
raising. One of them is whether you can find out what the costs are. 
If you have an American company which is manufacturing here and 
abroad—and you are going to have the privilege today, I hope, of 
hearing from Mr. Rivinus, of Smith, Kline, and French, who will 
give you some exact figures on costs from his own experience. In 
spite of wages, ina = many of the countries, including India, which, 
of course, has very low wages, they can produce more cheaply here in 


the United States. ‘The other question you are raising is whether you 
can find out what those costs are. And I would like to submit for 
the record our comment on the study made by the Nationa] Industrial 
Conference Board for the National Electrical Manufacturers Associ- 
ation, to which Mr. Price referred in the House, and I think perhaps 
also here in the Senate. 

(The information referred to follows:) 


THE UNITED STATES ELECTRICAL MANUFACTURING INDUSTRY AND UNITED STATES 
IMPORTS 


(Staff analysis of reports published by National Electrical Manufacturers Asso- 
ciation and Prof. O. Glenn Saxon, Committee for a National Trade Policy, 
Washington, D. C., February 1954) 


The National Electrical Manufacturers Association has recently published sev- 
eral studies of the electrical industry. One is a study by the National Industrial 
Conference Board and another is a report by the Stone & Webster Engineering 
Corp.’ In addition, one of the electrical manufacturing companies had a report 
prepared by Professor O. Glenn Saxon, based on the material in the other reports 
and on additional data, which was published at the same time. 

The principal points made in one or more of these reports can be summarized 
as follows: 

1. A strong domestic electrical industry is essential for American economic 
progress, national defense, and health. 

2. Imports constitute a serious threat to the strength of the domestic industry. 

3. The domestic industry needs more protection than it now gets or it can get 
through reliance on present peril-point provisions or equalization of production 
costs and higher tariffs. 

4. All imports of electrical parts essential to national security, the mobiliza- 
tion base, or the United States economy should be eliminated, and the philosophy 
of the Buy American Act should be broadened and its administration strength- 
ened to prohibit all Federal Government imports of these items. 

No one questions that a strong domestic electrical industry is essential for the 
United States. What needs to be examined is whether the industry is seriously 
threatened by imports and whether the complete exclusion of foreign electrical 
goods is necessary to achieve an admittedly desirable purpose. 

The analysis which follows is directed to the claim that foreign competition 
threatens the domestic industry and therefore is dangerous to our national 
security. 

At the outset it should be noted that it is only Mr. Saxon and not the National 
Industrial Conference Board who claims that the domestic industry is threat- 
ened by imports from abroad. It is true, as the conference board study points 
out, that imports of electrical goods have increased in recent years by a larger 
percentage than exports or total domestic sales of electrical machinery and appa- 
ratus. However, in 1952 imports had reached only $27 million, or the equivalent 
of one fourth of 1 percent of the total sales of the domestic industry, while ex- 


1 The third report containing an analysis of laws and regulations affecting the industry, 
which was prepared by the law firm of Donovan, Leisure, Newton & Irvine, is outside the 
scope of this economic discussion. 
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ports had reached $616 million, and total sales of the domestic industry had 
reached $13,740 million. 

From this material provided by the conference board, Mr. Saxon makes the 
surprising argument, tries to argue that the threat from abroad is of great 
concern because even the small quantity of imports can undermine the price 
levels of a highly competitive industry and thereby effect its ability to support 
research, development and the productive strength of its entire organization. 
It is difficult to imagine that one-fourth of 1 percent of total sales could so 
undermine the price levels as to threaten the industry’s ability to support re- 
search, development and productive strengh. In any case, Mr, Saxon leaves his 
contention otherwise unsupported. 

With so little to indicate that the domestic electrical industry is threatened 
with the present level of imports from abroad, the reports published by the 
industry have devoted the major part of their attention to a comparison of for- 
eign and American labor costs in the production of electrical machinery and 
apparatus. 

The National Industrial Conference Board report contains a vast amount of 
material directed toward the problem of cost per uvit of output here and abroad. 

It is worth mentioning that differences in labor costs do not necessarily mean 
a competitive disadvantage when other elements of total cost are included. It 
is also useful to bear in mind that even if an American industry should be 
found to be at a competitive disadvantage with respect to a similar foreign indus- 
try, it does not follow that continued discrimination against the foreign industry 
is justified. It might still be desirable to assure such domestic production as 
is required for our defense by other means, so that we do not allocate any more 
resources than necessary to production at which we are less efficient than we 
are in other manufactured goods. These points are made, not because the 
conference board report demonstrates that the United States is at a competitive 
disadvantage in the electrical industry, but only to indicate that even if that 
were demonstrated, the case for complete exclusion of electrical goods manu- 
factured abroad would still remain to be proved. 

The fact is that the conference board found no satisfactory basis for a com- 
parison of labor costs per unit of output here and abroad, as a close reading of 
the report makes clear. For instance, on page 136, the study contains the state- 
ment that “Internationally comparable labor cost figures in the electrical equip- 
ment industry are virtually nonexistent for the countries under study in this 
report.” Also on page 136, it is stated that “No information at all exists con- 
cerning two factors which have an important direct influence on labor cost. 
These are quality or style differences of certain products and mechanical equip- 
ment per production worker, which is of primary importance in any competi- 
tive analysis of output per worker.” Again, on page 140, it is stated that “Data 
are not available from regularly published sources that permit a comparison 
of the cost of production in the United States and abroad.” 

What the conference board study attempts to do is to meet the problem of 
such cost comparisons (1) by an indirect method of measurement, which results 
in no relevant conclusion at all, (2) by individual case studies, based on only 
six cases, which themselves show no conclusive results, and (3) by reliance on 
an engineering opinion about general effectiveness of production, which is not 
sufficiently described to permit any clear judgments to be made. The board 
also cites some illustrations of comparative price quotations in foreign coun- 
tries. These three types of measurement, as used by the National Industrial 
Conference Board, are described more fully below. 


1. THE INDIRECT APPROACH TO COMPARISON OF LABOR COSTS 


The conference board compares wage payments per man-hour here and abroad 
and finds that in 1952 wage payments in eight Western European countries, 
adjusted to a man-hour basis, were lower in relation to those of the United 
States than they were in 1938, but that in Japan, the only non-European coun- 
try for which figures are given, they were slightly higher. As the conference 
board itself points out, this proves nothing about competitive labor costs per 
unit of output since such a proof requires a comparison between output per man- 
hour in the United States and abroad, a comparison which the board is unable 
to make. 

Again, the board attempts an indirect approach, and turns to figures on the 
trend of output per man-hour within several countries over several years since 
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ar period.- The paucity of information, however, is so great that. all 
on eee is aa to give is a series of fragmentary figures. For the United King- 
dom, Italy, Sweden and Switzeralnd, no productivity data at all are given. For 
Germany, Belgium, Poland and Japan, the trend of labor cost can be measured 
only for the period after the last war, when those countries had suffered enormous 
wartime destruction and disorganization and had not returned to normal produc- 
tion. Only for France is it possible to estimate even the national trend of labor 
cost per unit since a normal prewar year. 

Even if the trend of output per man-hour since before the war were available 
for countries besides France, nothing would be proved, since the trend within a 
country does not permit a comparison between countries. The board, therefore, 
cannot carry the method through to a comparison of labor cost per unit. 

Instead, it branches off into a comparison of the electrical industry’s ratio 
of labor cost to production value abroad and in the United States, This ratio 
is shown to have declined in foreign countries during the postwar period. Pre- 
cisely how the figures move need not be explained because this ratio cannot indi- 
cate anything about camparative labor costs in any event. A fall in the ratio 
of labor costs to total production value could mean (1) that labor costs fell to 
a level lower than in the United States, but it could also mean (2) that labor 
costs fell from a high level and still remain above those of the United States, or 
(3) that foreign labor costs actually rose but that foreign nonlabor costs or 
profit margins rose faster. The NICB itself indicates or implies that the second 
and third possibilities explain at least part of the decline in the ratio when it 
says that its steeper decline for the 1948-52 period in most of the foreign coun- 
tries “is explained partly by the fact that in 1948 output in the various foreign 
countries was still very low while employment was high (i. e., productivity was 
very low), and partly by the fact that wages abroad in this industry have not 
kept up with inflationary price increases to the extent to which they have done 
so in the United States” (p. 134). 

In short, it is impossible to make a comparison of absolute levels of labor cost 
per unit between countries unless the relationship between the absolute levels of 
labor cost or of output per man is known for some period of time. This is pre- 
cisely what is not known or provided by the conference board report, through no 
fault of its own but merely because the required data are not available. 


2. THE CASE STUDY APPROACH 


In developing case studies, the National Industrial Conference Board obtained 
data from American companies with overseas plants or licensees, The judgment 
of these American companies was accepted, by and of itself, as the only proof 
of the comparability of production costs. The board apparently did not have 
much confidence in this information, for it introduces the data by pointing out, 
at page 141, that “Information was not available as to the exchange rate or rates 
used to convert foreign costs so as to make a comparison possible, Consequently, 
it is not possible to tell what distortion, if any, is inherent in the figures by reason 
of being converted from the foreign currency. Furthermore, no data are avail- 
able on the rate of capacity operations to which the following data relate * * *. 
The use of standard costs (evidently not incorporated in the data below) would 
have avoided this shortcoming. The cost data are presented as received with 
practically no change from the original.” 

Cases from only six companies were presented. In the first, production costs 
in Italy were assumed by the United States manufacturer to be roughly equal 
to his own. For 1 of the 2 products involved, costs in Germany were believed to 
be equal to the costs in his own plant, but the plant he is talking about is in the 
United Kingdom. In Great Britain and, for the second product, in Germany, 
he estimated that costs were roughly a third less than in his plant (whether in 
the United States or the United Kingdom is not stated). This case is hardly a 
convincing demonstration of disadvantage for the American electrical industry. 

The second case contained no comparison of absolute costs but only the per- 
centage distribution of the components of total cost. 

In case No. 3, it was found that the products could not be produced any 
cheaper in England and Germany than in the United States. 

In case No, 4, which involved the foreign plant of a United States company, 
costs ranged from 46 percent of United States costs in Brazil and 57 percent in 
the United Kingdom to 108 percent in France. ‘ 

In case No. 5, costs were found to be roughly the same as in the United States.. 

In case No. 6, involving a petroleum refinery and not an electrical manufac- 
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turer, operating cost was thought to be somewhat lower abroad but the original 
investment was higher than would be necessary in the United States. 

Aside from the defects in terms of the comparability or the representative 
character of the cases studied, it is obvious that these cases do not confirm a 
generalization that labor costs are lower abroad. 


8. THE APPROACH BASED ON AN ENGINEERING OPINION ABOUT GENERAL 
EFFECTIVENESS 


The conference board provides the evidence of American engineers, who visited 
important manufacturing plants in seven European countries after the outbreak 
of the Korean war, as to relative general effectiveness in the use of labor and 
material in making apparatus, lamps, and radio tubes in these countries and the 
United States, and relative labor rates, excluding employers’ social-security costs 
and other indirect wage payments. It is stated that, by relating the two, labor 
costs are shown in each case to be considerably below those of the United States. 

In the first place, “general effectiveness” is undefined. It may refer to effi- 
ciency in using the equipment that was available rather than to output per man- 
hour. In that case it would take no account of any superiority which the United 
States industry may have in equipment. Further, it is stated, at page 160, that 
the ratio of general effectiveness represents a comparison of European perform- 
ance with that of a top-notch manufacturer in United States. Whether the 
European plants visited were also top notch is not stated. The information given 
is so scant that it is not possible to appraise adequately the evidence obtained 
through this approach. 


SPECIFIC INSTANCES OF FOREIGN UNDERBIDDING 


The conference board study also cites examples of foreign and United States 
price quotations for heavy electrical equipment in several Latin American and 
Asian countries. Of 121 different quotations, 24 were above the lowest United 
States bid, 2 were the same, and 95 were below the lowest United States bid. 

It is not clear, however, whether these cases are representative of the general 
experience of United States manufacturers in bidding against foreign competitors. 
If United States manufacturers submitted them to the conference board in order 
to illustrate that in some cases they are being underbid, the cases are certainly 
not likely to be representative. 

Mr. Saxon’s report is stated to be an appraisal and interpretation of the facts 
presented in the other reports, so we may suppose that its economic sections are 
based on the economic report of the National Industrial Conference Board. 

It has already been pointed out that in terms of the general position of the 
industry, Mr. Saxon concluded that imports of one-quarter of 1 percent of total 
sales of the domestic electrical industry are a serious threat. 

In commenting on the conference board’s first approach to the comparison of 
costs (the indirect approach to comparative labor costs), Mr. Saxon says that the 
data given “establish a surprising, and not previously known fact, that these 
labor cost advantages (of foreign countries) have increased in the postwar years” 
(p. 80). Since neither absolute labor costs abroad nor the relation between these 
costs and those in the United States were available to Mr. Saxon or to the con- 
ference board, there is no way of knowing how to interpret the conference board 
figures. They tell us nothing about whether foreign labor costs per unit have 
fallen or risen since prewar years. Even if these costs have fallen, that might 
mean that foreign labor cost advantages have increased but it might also mean 
merely that foreign labor cost disadvantages have decreased. 

The conference board does not conclude from its own statistical approach or 
from the manufacturers’ case studies that foreign labor costs are lower; it is 
only in citing the engineering opinion that it actually says this. When Mr. 
Saxon summarizes the conference board report on labor costs, however, he states 
that it is “conclusively” established “beyond doubt” that “foreign competitors 
enjoy overall labor cost advantages of substantial, but varying, degrees over 
United States manufacturers of electrical equipment” (p. 80). 

Mr. Saxon’s claims, if fully accepted, would indicate that the American elec- 
trical industry is in dire straits. Certainly nothing in the reports published by 
the American electrical industry bears this out. 

The domestic industry’s exports are vastly larger than imports of electrical 
equipment. If exports continue to rise, the electrical industry’s share, even if 
the rise is a moderate one, would exceed the value of a considerable percentage 
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increase in imports. For example, if a reduction of trade barriers increased 
United States imports by a billion dollars a year over a period of time and 
permitted an increase of total exports of $750 million a year, then, on the basis 
of the electrical industry’s 1952 share in total United States exports (4 percent), 
its share of the $750 million increase would be $30 million, or more than the 
total of all imports of electrical products in 1952. 

It is hard to accept Mr. Saxon’s contention that our domestic electrical industry, 
whieh is admittedly a key factor in our defense program, is under serious threat 
from competing foreign goods. 


TIGHTENING “BUY AMERICAN” RESTRICTIONS 


One final argument, derived from the report by the Stone & Webster Engineer- 
ing Corp., is that the purchase of foreign electrical equipment by our Government 
will result in a reliance on foreign spare parts which could be disastrous to us in 
an emergency. To meet this danger, Mr. Saxon proposes that the philosophy of 
the “Buy American’ Act be broadened and its administration strengthened to 
prohibit the use of any Federal funds to purchase imports of heavy electrical 
machinery and equipment and all other custom-built items vital to the United 
States economy and national security. Surely the elaborate machinery of “Buy 
American” legislation is unnecessary to protect us against such a possibility. It 
would be a simple matter to write specifications for equipment in such a way that 
the machinery could be serviced and the parts could be replaced domestically if 
foreign sources were shut off. 


As is true in many other aspects of the problem, there are readily available 
means for protecting our defense interests without the continuation and prolifer- 
ation of trade barriers. Complete and absolute protection of American industry 
against competition is not likely to result in a vigorous and growing economy. 

Senator Miuir«rn. Let me ask you this, Mr. Taft. Do you chal- 
lenge the fact that there is a vast disparity between some labor cost 
elements in foreign countries and in this country ¢ 

Mr. Tarr. No; not at all. All I am saying is that it isn’t labor cost 
but the costs per unit of production which are important in determin- 
ing manufacturing costs and unit costs are seldom lower in the foreign 
countries than they are here. 

Senator MinirKrn. And if they are using the same machinery and 
have equal access to materials making the products we use, how can 
there help but be a substantial difference in cost 

Mr. Tarr. I would like to tell you what I wish Mr. John Coleman, 
the chairman of our committee, could have told you had he been able 
to testify, what Mr. Batt referred to in his testimony a couple of days 
ago, and that is something about this question of skills ind how they 
relate to costs. The fact that you have slave labor or low-cost labor 
does not mean low-cost production. Normally, it means high cost 
productan, There are three reasons for that. One is that you have 

etter executive management in the United States. The Chicago Labor 
Relations Institute is making a study of management practices on the 
Continent, and their tentative conclusions are that we have twice as 
many in management as they have on the Continent, that we provide 
services which involve eventually the use of manpower, and that that 
use of manpower therefore is far more efficient in the United States 
than it is in most of the others. 

Senator Miniixrn. We have had witness after witness—I suppose 
* have had a dozen witnesses—and it shouldn’t be assumed that 
adl----— 

Mr. Tarr. All I can say is that they tell different things to their 
stockholders than they tell you. . 

Senator Mittin. I will assume that they tell us the truth, at least 
there is an average of truth between all the witnesses. 
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Mr. Tarr. I can agree with you on that. 

Senator Munir«rn. And that there is a unanimity of opinion among 
the witnesses as to their gross differences in unit costs, if you wish to 
put it that way. 

Mr. Tarr. I haven’t quite finished my answer. There are two other 
items involved. 

Senator Miiirkrn. Let me say here one more thing before you finish 
your answer. We have been told again and again that the cost of 
producing the stuff, the labor costs, material costs, the management 
costs, all costs—we have been told again and again that as far as the 
labor cost is concerned, after a very brief period of training, foreign 
labor is able to put forth as efficient a job as we are able to do ourselves, 
and that there is a gross disparity in wage costs. 

Are you making the contention that there is no gross disparity ? 

Mr. Tarr. Absolutely. And the best test, Senator, is that we are 
able to export ten to twelve billion of goods in competition with these 
very manufacturers continuously. 

Sovoken Miti1K1n. I suggest one answer to that is obvious, and that 
is we give them the money to buy it. 

Mr. Tarr. No; this is outside of any aid or any kind of thing. This 
is a question of competition in foreign markets, and a large part of it 
in Canada and Latin America, with the foreign manufacturers that 
you are talking about. 

Senator MitirK1n. I am not saying that we don’t have some export- 
ing advantages, but I am also calling attention to the fact that a lot 
of benefit comes from our financing, furnishing them with the most 
modern machinery. A lot of foreign manufacturers in textiles, as wit- 
nesses have told us time and time again, we have supplied them with 
the money to provide themselves with more modern machinery, in 
some cases better than we have in this country. 

Mr. Tarr. The imports of textiles in competition with American 
producers amount to only one-half of 1 percent of our production. 
Not only that, but in answer to what you are saying, in my testimony 
in the House I referred to a speech made by Matthew Cuffe, who is 
the president of the Textile Export Association, in which he stated 
that the American cotton textile producers, in a long list of goods, 
in the bulk of our production of textiles, we are the most efficient pro- 
ducers in the world—and he is talking about costs, unit costs. 

Senator Mituixin. I am talking about a witness—— 

Mr. Tarr. He didn’t come up here and say that, but that is what 
he said outside. 

Senator Mitxrxrn. I am talking about a witness who was in here 
yesterday, for example, who showed us the goods, and said—I forget 
the figures—but it is brought in here at a cost of a third or a fourth 
of the American cost. 

Mr. Tarr. Senator, you have got in the first place quality-— 

Senator Mitirxin. The quality difference is indiscernible. 

Mr. Tarr. American quality is commanding a premium all over the 
world. A man in Cincinnati who sells valves told me that he had 
been ating valves in South America at a 40-percent differential. That 
is quality. 

_ Senator Mruurery. I am suggesting to you that this witness yester- 
day loaded this desk with the competitive articles made in Japan, for 
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example, and made in this country, and the difference of quality, if 
any, was not discernible, and the cost of landed product is much less 
than it costs to manufacture the same thing in this country. 

Mr. Tarr. Senator, except for some distress sales the last year, there 
has been no increase in the importation of cotton textiles into the 
United States on any substantial basis, not as much as the normal 
production of the United States. It is not coming in, it is not compet- 
ing, and our producers are selling over 600 million square yards out- 
side the United States in competition with those same goods. 

Senator Mitir«i1n. I am suggesting to you that that line of testi- 
mony runs counter to everything we have heard here. 

Mr. Tarr. They sold over 600 million square yards abroad last 
year, and it is in competition with this very same stuff that he came 
up here and showed you. 

Senator Minurkrn, I am talking about what happened in this 
country. 

Mr. Tarr. In this country they have only imported a total of 50 
million square yards over this entire period, per year. 

Senator Mitur«rn. I am telling you what he testified to as to the 
costs. 

Mr. Tart. I am telling you all the facts. 

Senator Muirk1n. There is a discrepancy. 

Mr. Tart. I am getting the facts from the Department of Com- 
merce and the other governmental agencies, from the Tariff Com- 
mission. We have compared the figures that I give with those of 
Mr. Murchison, who testified to the House and who didn’t appear 
here, and they agree; the figures agree. He just didn’t give them 
to you. 

Senisitie? Miir«rn. I am not challenging your witnesses on the mat- 
ter, but we have had witness after witness who have testified contrary 
to what you have said and to whatever facts that you have gotten 
from any source. 

Mr. Tarr. There are two other items which I was not able to com- 
plete on the question of competition. In the first place—and this 
applies also to the kind of skills which it is essential to preserve— 
not so long ago an advertisement appeared, which I see now has been 
put in the Congressional Record, signed by General Bradley. He 
said for example that in the case of a bomber, which was produced in 
the United States and on which there were 3,000 jewel bearings, that 
these bearings could only be produced by watchmaking skills. 

I telephoned to the Boeing Aircraft Co., and I confirmed this yes- 
terday, and got their permission to state this, that of those 3,000 jewel 
bearings which are in plane instruments, not one is made by a watch 
company. I have the entire list of bearing suppliers here. 1 will give 
you a few of them: Westinghouse—that is an electrical instrument— 
Pioneer, which is Bendix—Sperry, RCA, Lear, Minneapolis-Honey- 
well, GE, National Gage, and so on. ‘These bearings are not made by 
watch people, and those particular skills, therefore, are not skills 
which have to compete with the watches made in Switzerland. The 
reason for this is that when you get a particular kind of gadget— 
and I have here a fuse for a 37-millimeter gun—when you get the 
particular gadget like this one, it is dreamed up by an engineer who is. 
of the imaginative type. This is an absolutely essential skill. And 
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that is something in which the Europeans are, perhaps, as good as 
we are, 

However, after you get this you have the problem of production— 
of automatic duplication in very large numbers. And ordinarily this 
imaginative engineer cannot design the dies and the production ma- 
chinery for putting out this fuse, it has to be someone who has partic- 
ular skill in layout. 

Now this skill is not special to watches, nor for anything else. It 
is a general layout skill for any kind of production. If he has a die 
which is a long die, he gets that into the simplest possible form; he 
cuts it up into pieces, and he plans how this is done in a plant. 

The production may require tolerances of a millionth. General 
Bradley said that the watch people were the only ones that could do 
that. This particular fuse I have was made by Burroughs, by Ameri- 
can Safety Razor, and by Yale & Towne. They had the kind of people 
that could produce it. There is in these two little cups, which are on 
the inside of the fuse, tolerances of a millionth. In addition to that, 
you have the Norden bombsight. The design for production of the 
Norden bombsight was made in the laboratory, not at 1 watch com- 
pany, but of the Burroughs Corp. And the first print of that which 
Mr. Norden delivered, had a tolerance of zero. The tolerance of zero, 
of course, can’t be reached. If you could, you could throw the thing up 
in the air and it would stay there; there is a gyroscope in it. Then you 
have optical flats. These are not made by people with optical skills, 
because the optical flat is tested by a stroboscopic light, and that can be 
operated by a girl that has had training of 2 to 6 months. 

Neither the Europeans or anybody else have got the skill that is 
necessary to make this kind of article as a low-cost product. 

Senator MrtrrK1n. To the extent that that is true, there is no injury. 
But if they export a product which does seriously injure the Ameri- 
can producer, we should protect the American producer, should we 
not ? 

Mr. Tart. I would raise a problem with you. I have here a news- 
paper clipping reporting on a statement by George Doxiot, of the 
Graduate School of Business Administration, Harvard, in which he 
says that the layout of the textile machinery operation for textiles is 
fairly ineflicient. Now, I don’t know. I am simply telling you what 
he said. If that is so, should industry be protected, or should they be 
pushed to improve their technology ¢ 

Senator Minin. I don’t for a moment object to the idea they 
should be pushed to increase their technology, but you can’t push a 
man that you have put out of business. 

Mr. Tarr. That is right, it ought to be on a gradual basis; I agree 
with you; that is what I said in my statement. 

Senator Grorce. Any further questions? 

Senator Kerr. Mr. Taft, whom do you represent ? 

Mr. Tarr. I represent the Committee for a National Trade Policy. 

Senator Kerr. Who is the Committee for a National Trade Policy ? 

Mr. Tarr. The Committee for a National Trade Policy is made up of 
about a thousand business people—mostly business people, a few 
others. It has a board of directors of which John Coleman, of Bur- 
roughs, is chairman, Mr. Batt, whom you heard a couple of days ago, 
formerly of SKF Industries, of Philadelphia, is the secretary. 
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Senator Kerr. He is now retired? 

Mr. Tarr. Yes; although he called us yesterday to say that he was 
not wholly retired, he didn’t want the committee to think that he was 
entirely out of business. I don’t know the exact thing—he will have 
his statement corrected in the record on that—but he is substantially 
retired from SKF. 

We have Harry A. Bullis, chairman of General Mills; John F. Fen- 
nelly, of Glore, Morgan & Co.; John J. McCloy, chairman of the Chase 
Bank; John A. McCone, of the Joshua Hendy Corp., San Marino, 
Calif.; Charles H. Percy, who testified in the House, president of the 
Bell & Howell Co.; B. E. Richmond, general manager, Richmond- 
Chase Co., San Jose, Calif.; which produces prunes and canned goods, 
is one of the largest canned goods producers; James Schramm, who is 
head of the Schramm Co., which is a retail department store chain in 
Iowa. He is the former—maybe I shouldn’t mention that—he is the 
former State chairman of Iowa on the Republican side. 

Senator MiziiK1n. Good. 

Mr. Tarr. He testified in the House, but he is in Europe, Senator, so 
that I couldn’t have him here to strengthen that side. 

Senator Mitiixiy. What good does he do the Republicans in 
Europe ¢ 

Mr. Tarr. He is coming back before the primary, Senator. 

Russell Smith, who is executive vice president of the Bank of 
America in San Francisco; Morris Rosenthal, former head of the 
Importers 

Senator Kerr. The big oil companies in Europe. 

Mr. Tarr. Some of them are members. 

Senator Kerr. Which ones? 

Mr. Tarr. I don’t recall. There are about 6 or 8, some large, some 
small. 

Senator Kerr. Isthe Standard of New Jersey one? 

Mr. Tarr. The Standard of New Jersey, I think, has been a con- 
tributor, I am not sure whether they are a member or not. 

Senator Kerr. Shell? 

Mr. Tarr. No, sir. 

Senator Kerr. Gulf? 

Mr. Tarr. I don’t know. 

Senator Kerr. Texas? 

Mr. Tart. No. 

Senator Kerr. Standard of New York? 

Mr. Tarr. No, sir; Iam sure not. 

Senator Kerr. Standard of California ? 

Mr. Tarr. I believe so, yes. 

Senator Kerr. You are aware of the fact that those 5 American 
companies, together with 2 foreign countries, control upwards of 90 
percent of the known oil reserves in the free world ? 

Mr. Tarr, Well, I am not an oilman, Senator, as you are. If you 
say so, I will take it without any argument. 

Senator Kerr, Well, that was the statement of Mr. Holman. 

Mr. Tarr. I don’t doubt that is correct. 

Senator Kerr. And something like 75 or 85 percent of all the known 
reserves of the free world are in the Middle East. 

Mr. Tarr. Well, I have heard arguments about that. I had lunch 
with Mr. DeGolyer, who is one of the top ore engineers, I guess you 
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know him, and I am not sure he would say that. As I said, I am no 
expert, and I don’t know the res. 
Senator Kerr. They are in that neighborhood ? 
Mr. Tarr. You would know more about it than I would. 
Senator Kerr. And the cost of oil to find it and produce it and put 
it on tankers there is about 10 percent of what it costs in this coin 
or 


Mr. Tarr. Senator, I wouldn’t blame any domestic producers 
being scared about those reserves. I wouldn’t blame them at all. 

Senator Kerr. You wouldn’t blame anybody connected with the 
domestic industry favoring the objectives of the President’s Cabinet 
committee ? 

Mr. Tarr. Well, I am not entirely sure about what they had to say; 
but in general, no, I would not. I would have to say this, though, 
Senator, that the present situation is certainly not adverse so far as 
the oil producers in this country are concerned, including the small 
ones. Before you came in, I cited the fact that the smallest of the 
producers have had a larger increase in production over a period of 
6 or 7 years than any of the other groups, the ones in the middle, the 
larger independents, have come next, and the large ones to which you 
refer have had the smallest increase in production over a period of 
6 or 7 years, something of that kind—1949 to 1954, that was. 

Senator Kerr. When you testified in the House you were under the 
impression that the production of crude oil in 1954 was running at an 
annual rate of 6,918,000 barrels a day as compared—— 

Mr. Tart. I didn’t testify to that subject in the House, sir, that 
may be the statement that I issued in connection with the Cabinet 
Committee’s report. 

After the first run on that statement was made, we found that that 
figure was in error. 

It should be 6,342,000. The figure in the statement that you have, if 
that is what it is, may be incorrect in that respect. 

Senator Kerr. Incorrect as to the figures, and as to the conclusion, 
which was that domestic production in 1954 exceeded what it was in 
1953. : 

Mr. Tarr. Yes; that is correct, sir. 

Senator Kerr. Are you aware that the last 4 years’ domestic pro- 
duction has generally been decreasing up until this year? 

Mr. Tart. I understand that 1953 was the year of peak production, 
Senator. I really shouldn’t get into a discussion of statistics with you. 
I would have to be briefed on this kind of thing. Iam not an oilman, 
and you know a lot more about it. 

Senator Kerr. And domestic consumption is increasing every year, 
so that actually for the last 4 years this situation generally has pre- 
vailed, there may be periods when it may have been different, but the 
general trend for the last 4 years has been this, that while there has 
been a considerable amount of increase in the domestic consumption, 
the amount of increase, plus an additional amount, has been supplied 
by increasing foreign imports, and the overall amount that has been 
supplied by domestic production has been reduced. 

r. Tarr. Senator, I have the here from the United States 
Bureau of Mines on domestic crude oil production in thousands of 
barrels daily. In 1948—— 

Senator Kerr. I am talking about the last 4 years. 
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Mr. Tarr. All right. But I think I had better give it before. In 
1948, 5,520,000 ; 1949 — : 

Senator Kerr. Would you give them a little slower. I would like 
to write them down. 

Mr. Tarr. Surely. 1948, 5,520,000; 1949, 5,046,000; 1950, 5,407,000; 
1951, 6,158,000 ; 1952, 6,256,000; 1958, 6,466,000 ; 1954, 6,342,000. 

Senator Grores. Is that production per day ? 

Mr. Tarr. Yes, sir. 

Senator Kerr. Now, do you have the consumption for those years? 

Mr. Tart. I don’t believe I have. 

Senator Kerr. Do you have the imports for the last 4 years, since 
those same years ? 

Mr. Tarr. I will see what I have. I don’t know. I haven’t had to 
use them before, Senator, because you can’t cross-examine me as an 
expert on oil. 

Senator Kerr. Well, you have made some pretty broad statements 
here in your statement. 

Mr. Tarr. Yes; I do have it here, Senator. 

Senator Kerr. You said that those who propose this bill are “pro- 
fessional pessimists, and their wails of anguish are heart rending.’ 

Mr. Tarr. I wasn’t talking specifically about the oil business, be- 
cause most of this discussion has been about manufacturing. 

Senator Kerr. You said when— 


any opponent of this legislation appear before this committee they are pro- 
fessional pessimists and their wails of anguish are heart rending. 


Mr. Tarr. Well, that may apply even to some of the oil people, 


because my information is that the independent oil business is on a 
fairly sound and satisfactory basis now. I have said to you that 
I think their fears for the future, if imports come in from the Near 
Kast, may certainly have some basis. I will give you the figures for 
crude oil imports, if you wish. 

Senator r. Fine. 

Mr. Tarr. In 1948, 351,000 barrels daily. 1949, 421,000; 1950, 
487,000; 1951, 491,000; 1952, 573,000; 1953, 648,000;1954, 656,000. 

Senator Krzr. Now, do you have the residual fuel oil imports for 
the same time { 

Mr. Tarr. 1 am getting educated, Senator. I think I have. 

Senator Kerr. You sure are, because your figures are not accurate. 

Mr. Tarr. ‘They are taken from the Bureau of Mines publications, 
that is all I can tell you. 

Senator Kexr. I didn’t say where they came from, but I say that 
unless they refer to only part of the imports they are not accurate. 

Mr. Tarr. But I think that a laymen is going to have to rely-on the 
Bureau of Mines unless he finds a better source. 

Senator Kerr. You said here that post cards coming into the Con- 
gress carry statements that the prim circulators must know to be lies. 

Mr. Tarr. Yes, sir. I showed one on imports in the United States. 
Rien the post card I am talking about. I meant to put it in the 
record. 

Senator Kerx. But you make general statements. 

Mr. Tarr. No, sir; I brought it up. 
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Senator Kerr. You say: 


I cannot refrain from expressing here my sense of outrage at those who have 
played upon this kind of natural fear and have induced innocent workmen, 
willingly or unwillingly, to flood this Congress with post cards which carry 
statements that the prime circulators must know to be lies. 

Mr. Tarr. Yes, sir. I gave the post card, and I showed why it 
was a lie. 

Senator Kerr. But the point is, that statement is fairly general. 

Mr. Tarr. I testified before this committee, and I made a very 
specific statement, Senator: 

Senator Kerr. I am reading your statement. 

Mr. Tarr. I understand. And I testified here before you came in. 
And I have got the post card. And Iam going to put it in the record. 

Senator Kerr. That is fine. You don’t take the position that you 
are the only 

Mr. Tarr. That every postcard isalie? No, sir. 

Senator Kerr. You don’t take the position that you are the only 
informed witness or the only honest witness that has been here? 

Mr. Tart. Certainly not, Senator. 

Senator Krzr. Well, that is comforting. I had a kind of profound 
sense of shock as I read it. 

Mr. Tarr. Senator, I had a responsibility for this program in 1945 
when I was in the State Department. I testified on it in 1948. I have 
had some responsibility for it now for almost 2 years. Now, I ex- 
pressed there my very strong personal feeling about the people who 
have come in here and testified on all three occasions and have repeated 
statements which do not give all the facts—very few of them are out- 
right misrepresentations, but I have referred to the advertisement— 
and I gave a sample of it here and showed why that was a eer. 
sentation—and I gave the post card which was an outright lie. And 
that was an extreme sample of the kind of testimony that has come 
here. And to have the gentleman from the cotton industry yesterday 
come in here and describe this 50 percent provision on items that come 
in only in negligible quantities as being a crucifixion of the textile 
industry, that, I will say, gives me a sense of outrage. 

Senator Kerr. Now, you are outraged at the people who don’t tell 
all the facts, is that right ? 

Mr. Tarr. No, sir. I just told you what I was outraged about. 

Senator Kerr. I was reading from your statement in here, which 
seems to me to be more general than your application, frankly. And 
then I read over here in your statement where you state that out of 
the 51 Tariff Commission cases under the escape clause, the Tariff 
Commission itself found no injury in 36. 

Mr. Tarr. That is right. 

Senator Kerr. That leaves 15, doesn’t it? 

Mr. Tart. That is right. 

Senator Kerr. Did they find injury in those 15? 

Mr. Tart. I will give you the summary of them, Senator. 

They found injury in 12 cases where the Commission had a majority 
vote, that is, more than just an even split. There were three investiga- 
tions in addition to that in which the Commission was evenly divided, 
but the case went to the President anyway, even though it was an even 
split. 





TRADE AGREEMENTS EXTENSION 1723 


Senator Kerr. Now, the ones in which the majority found injury, 
which was 12, or the ones in which half the members found injury, 
which was 3, how many of them did the President give relief in? 

Mr. Tarr. I think the answer to that is 5, Senator; and 10 in which 
he decided not to do so. 

Senator Kerr. In other words, the fact that the Tariff Commission 
found injury in the first place doesn’t make it certain that relief will 
be granted, does it ? 

Mr. Tarr. No. This is a case which I discussed with Senator Milli- 
kin before you came in as to what is injury. And in a substantial 
number of cases, the President disagreed, not with the facts which the 
Tariff Commission found, but with their definition of injury. 

Senator Kerr. While you might not agree with the Tariff Com- 
mission, their finding of injury, in your judgment, is an expression of 
their honest conviction based on the hearings before them. 

Mr. Tarr. No question about it. But this becomes a question of 
how you define injury, Senator. And I gave in my statement there, 
which I see you have read, two cases where, in my judgment, there is 
no injury, and where the President at least in some cases, and some- 


times the Tariff Commission, has sustained that judgment on it—and 
there could be others. The Senator from Colorado raised one ques- 
tion in the case of coal, for instance, where you may have a loss of 
market for 155 million tons in coal and only 11 million of which is 
possibly due to residual oil, and you may have on the other hand the 
threat of the loss of the exported goods that are paid for by that oil, 
which might involve far more unemployment than the 11 million tons 


of coal replaced by oil. 

There you have two injuries, and one is larger, in my judgment, 
than the other, and you have to balance the two. 

Senator Kerr. But with reference to those that were injured, it 
was just as real as if it constituted a majority, wasn’t it ? 

Mr. Tarr. There is no question about that, Senator. And I have 
been in the relief business from a long way back. I know exactly 
what is involved here. I was chairman of the welfare committee of 
the Cincinnati Council in the recession of 1937-38, I had to open a 
relief office, because unemployment doubled in a period of 4 months. 

Senator Kerr. Is it your position that we ought to operate a pro- 
gram here to create more relief clients to be taken care of ? 

Mr. Tarr. Senator, this kind of readjustment is going on in the 
United States every single month and every single year. ‘And it helps 
to produce a more efficient, a stronger economy, which is better able 
to stand up against the Russians. 

Senator Kerr. In other words, you believe in the full implementa- 
tion of the laws of survival of the fittest. 

_ Mr. Tarr. I do not. But I certainly want to point out to you that 
Samuel Gompers, who was the distinguished head of the American 
Federation of Labor, came from the cigar-making union, which was 
a hand operation and which had to go out of business. And the peo- 
ple that went into that business in Erie, Pa., when it was still hand 
made, lost out before they got through. And I am glad that our sys- 
tem operates that way. 

Senator Kerr. It works on the basis of the elimination of those 
who are not the fittest. 
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Mr. Tarr. Senator, it has been described by Phil Reed, who went 
to England as the chairman of one of the first exchange committees 
of labor and management under the Marshall plan. And his report 
on England was that they had a cartel mind which divided markets 
and fixed prices and protected the fellow at the end of the procession. 
And that is why England is no longer the first in industrial produc- 
tion as it was in the 19th century. 

Senator Kerr. That is a very interesting——— 

Mr. Tarr. That is a good Republican doctrine, too, incidentally, 

Senator Kerr. That is a very interesting academic statement. 

Mr. Tarr. It is not academic, because it has given England plenty 
of headaches. They have now learned that they have to go into 
productivity. 

Senator Minirx1n. May I suggest that the witness is not making 
any converts on that. 

Mr. Tarr. My remarks were really directed over to the right while 
I was talking to Senator Kerr. 

Senator Kerr. I notice your regard for the general field and the gen- 
eral audience. And frankly, I am quite interested in the specifics of 
the questions I am asking you. 

=. Tarr. Certainly, sir. I am usually criticized because I get too 
specific. 

* Gesiator Kerr. I am not criticizing you at all. Ido want to get back 
to what I was trying to say, that while that has considerable academic 
value, it is of little value to the thousands of lead and zinc miners in 
Oklahoma who are out of work, and the dozens of lead and zinc mine 
operators who are out of business in Oklahoma and Missouri and 

ansas 

Senator Mitir«1n. And Colorado. 

Senator Kerr. And Colorado. 

Mr. Tarr. Some of these remarks must be addressed across the line, 
too, Senator. 

Senator Kerr. They are addressed to whom they may concern, but 
T am looking at you. © 

Mr. Tarr. That is right. 

Senator Kerr. Who are out of business because of the fact that we 
are now importing more than half of the lead and zinc that this coun- 
try is consuming, to the—well, to the ruination of a great American 
industry. And I gather from what you say that as long as it is possible 
for foreign operators or American operators, either, to find abundant 
supplies in other countries, and cheaper labor in other countries that 
they can use to bring those imports in here, that that is just the work- 
ings of the law of economics, and the casualties that are produced in 
this country should take comfort. in the knowledge that they are the 
victims of the law of economic evolution and the survival of the fittest, 
and not let that make them feel too badly as they look at a home they 
are going to lose and a family they can’t feed and a business they can’t 
operate. 

jp Tarr, Senator, I would only cite to you the instance of the wool 
industry. se 

Senator Kerr. Let’s talk about the lead and zinc industry. 

Mr. Tart. Iam coming back to that. But if you put a tariff on wool 
and you put the price of wool up so high that people won’t buy it at 
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that price, because they can get synthetics or some combination at a 
lower price, then increasing the tariff does not help the wool producer 
at all. 

In the case of lead and zinc, if you put the price too high, you are 
going to find that the producers of lead and zinc who thought they 
were going to benefit by this are going to lose out, because the others 
who used lead and zinc are going to find cheaper ways of using lead 
and zinc and substitutes for them—that has already happened in zine 
to a very substantial degree. ‘ It hasn’t happened in lead because the 
price hasn’t gotten quite to that point, and there happens to be a more 
stable kind of use for lead. But certainly there is a top limit to which 
you can put this price. And I would suggest that in normal peacetime 
that top limit would not reach a substantial number of fringe marginal 
mines where much of the unemployment has taken place due to the 
fact that you had very high prices during the pressure of both the 
Second World War and Korea. 

Senator Kerr. Would you be surprised to know that there is not a 
lead-zine mine operating in New Mexico today ? 

Mr. Tarr. I would only point out that the low cost lead and zinc 
producers are making money, they made more money last year than 
they did the year before. 

Senator Kerr. They are all foreign—— 

Mr. Tarr. Absolutely not. I think the Senator is not informed 
about the income of some of these domestic mines. 

Senator Kerr. I think it is a great blessing for this committee to 
have before it a human encyclopedia that has all knowledge and all 
wisdom and who assumes that no member of this committee knows any- 
thing. 

Mr. Tarr. I will give you the figures on St. Joe lead 

Senator Kerr. You told me whom you were representing a while ago. 
Do you represent the Venezuelan Chamber of Commerce ? 

Mr. Tarr. No, sir. 

Senator Kerr. Have you ever ? 

Mr. Tarr. Yes, sir. 

Senator Kerr. Was it operated or contributed or supported by the 
big importers of the oil ? 

Mr. Tarr. Certainly it was, as well as by a good many other Ameri- 
cans. I was interested in it because I went to call on Cincinnati manu- 
facturers, and those in Dayton, and nearby and other parts of the 
Ohio area which were shipping to Venezuela a very substantial amount 
of manufactured ‘And they told me what was up, and they 
were certainly not in favor of cutting off the oil that paid for the goods 
that they ship to Venezuela, and that employed American citizens. 

Senator Kerr. I can understand that. But I can understand- your 
testimony better when I find out whom you represent. 

Mr. Tarr. The committee I represent has a thousand members. We 
made up a list of the kind of members that are in the organization, and 
it is a long list. It covers 4 or 5 pages. I supplied a list of those 
industries to Congressman, Reed and to Chairman Cooper in the House. 
I will be glad to put them in. 

Senator Kerr. I think it would be well to put it in. 

Mr. Tarr. I gave it to them because I was asked for it. And I 
would be glad to put it in. 
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I didn’t answer that question that you asked me. The net income 
reported for St. Joe lead in 1951 

Senator Kerr. If you are = enlighten the committee, don’t 
do it on your supposition, if you have the report there, put it in the 
record. 

Mr. Tarr. These are the figures that are reported to the New York 
Stock Exchange which we got from the official record: Total earnings 
in millions of dollars: The total earnings in millions of dollars of St. 
Joe lead, 1951, 13.6; 1952, 9.6; 1953, 6.3; 1954, 7.5. New Jersey zinc 
was 9.9 in 1951; 12.1 in 1952; 2.7 in 1953; 3.8, which is an estimated 
figure, in 1954. 

Senator Kerr. It went down from what to what ? 

Mr. Tarr. It went down from 12.1 in 1952, to 2.7 in 1953, and back 
down to 3.8 in 1954. I have also United States Smelting, American 
Zinc, Bunker Hill, and Hecla, which are the five larger zinc and lead 
producers, I believe. 

Senator Kerr. In the first place, were they imported in the form of 
products or not ? 

Mr. Tarr. I can’t answer that, but they are the domestic producers 
who have been represented here by Mr. Herres and others. 

Senator Kerr. Do you know whether they have any foreign produc- 
tion or not? 

Mr. Tarr. These companies are not foreign producers. 

Senator Kerr. Do you know that 3314 percent of the imports in this 
country of lead and zinc are by American operators ¢ 

Mr. Tarr. That is true, because the smelters are on the east coast, 
and the ore therefore comes in to the east coast, whereas it never would 
be shifted from the mountains back to the east coast, except at a very 
great increase to the smelter, who himself employs Americans. 

Senator Kerr. But you are using examples here of five companies 
and saying that their profit indicates a justification for the amount 
of imports of lead and zinc. 

Mr. Tart. I didn’t say that. I said that they made more money 
in 1954 than they did in 1953. And I said they were making money, 
which is true. What I would also say to the Retcenr is that if there 
is an increase in the tariff, insofar as these producers are concerned 
all they are going to do is to make more money. And most of the 
marginal mines—perhaps most—a large part of the marginal mines 
which are closed would not open unless the price got well over 15, lead 
and zine, or a combination of 30. I think the 3-cent tariff proposes a 
pane that would get to about 32, something like that. I question 
1ow many of the marginal mines would get over on that. 

Senator Kerr. How many of them are you familiar with? 

Mr. Tarr. I am not similar with them, sir, I have got to get my 
information from sources I believe-to be sound. And I have consulted 
a top-notch engineer on this subject. 

_ Senator Kerr. Do you think that you have a corner on accurate 
information ? 

Mr. Tarr. No, sir, I do not. 

Senator Kerr. Do you think it is possible that these operators 
themselves may be able to give this committee accurate information ? 

Mr. Tarr. I have debated it with Mr. Herres and Mr. Andrew 
Fletcher before. And the facts that I have given in general have not 
been questioned—the judgment, yes. 
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Senator Kerr. Do you think that this committee is capable of get- 
ting accurate information from any other source than you 

Mr. Tarr. Certainly. I would advise you to get it. But on the 
other hand I would say also that this committee has not been in the 
habit of asking experts to come before it and testify. It has relied 
on those who have offered to come or who have been requested to come 
to give this eatinony I am not questioning that kind of an opera- 
tion. That is the habit of this committee. But as a result, you have 
people who usually have an ax to grind one way or the other—I don’t 
suggest for a minute, that I am not willing to have any of my facts 
challenged if they are wrong. You corrected one and I was happy to 
accept your correction. Usually I find the mistakes myself, and I 
gave the exact figures when you called my attention to the error. 

Senator Kerr. You haven’t corrected this statement, so I take it you 
stand on it: “When any opponents of this legislation appear before 
this committee they are professional pessimists and their wails of 
anguish are heart-rending.” 

Mr. Tarr. That is a general statement which is in general true and 
which has certainly some exceptions. 

Senator Mruurki1n. May I suggest to the Senator that it is a little 
bit more, coming from the mouth of Mr. Taft 

Senator Kerr. I notice you state here in another place that only 
20 percent of our imports consist of manufactured goods. 

Mr. Tarr. I believe that is correct, sir. That is based, on Depart- 
ment of Commerce figures. 

As you know, about 60 percent of our imports do not have any tariff 
atall. I did not say that there, but that isa fact. 

Senator Kerr. Do you not think that a fellow that is operating a 
lead and zinc mine that is going broke has enough experience to enable 
him to know some things about those ? 

Mr. Tarr. Yes; certainly, sir. 

Senator Kerr. And you do not think that we should deny either of 
them the privilege of testifying, or ignore their testimony in our 
deliberations ¢ 

Mr. Tarr. No, sir; I think you should try to get all the facts and 
balance all the facts when you get to the end of your hearing. 

Senator Kerr. Now, let us go back to 1 or 2 things, 1 at a time. 

Is it possible that the companies that you named there as making 
money, domestic companies making money, in the lead and zine busi- 
ness, are doing so by treating imported ores at the expense of the mines 
in this country ? 

Mr. Tart. Well, that could be, Senator, but they are not typically 
importers or foreign operators, They are domestic mining companies. 
Only one, American Zinc, imports ores to any extent at all. . 

Senator Kerr. Well, will you do this for the committee : No. 1, give 
us a statement as to the percentage of ores treated by them that were 


ee 
r. Tarr. Yes, I will try to get that. 

Now, that may be information, Senator that you cannot get; I do 
not know, but I will certainly try to get it. We have to ask the com- 
panies or someone who gets it from the companies. I do not believe 
it is published. It may be. If it is, we will get it from that.source. 

59884—55—pt. 330 
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Senator Kerr. Well, I will tell you this, that I, as one member of 
this committee, am not going to pay any attention to evidence before 
this committee stating general conclusions with reference to the opera- 
tions of the companies whose operations are so secret that this com- 
mittee cannot have the information upon which those results were 
obtained. 

Mr. Tarr. These are companies, Senator, that have testified in gen- 
eral, and have supported, in general, tariff protection or increased 
tariff protection. 

Senator Kerr. That is immaterial. You have used them as an 
example to sustain a statement. 

Mr. Tarr. That is right. 

Senator Kerr. I say that, as one member of the committee, I would 
like to know how they made that profit, whether or not they import 
foreign ores. 

Mr. Tarr. I will be glad to try to find out. 

Senator Kerr. Or whether they treated imported foreign ores which 
they buy from operations outside this country. 

Mr. Tarr. I will be glad to find out, Senator, but I cannot guarantee 
it because it has to come from them, 

Senator Kerr. Now, the other thing I want to ask you, you gave 
the imports there for 1949 through 1954. Are you going to leave those 
figures here as your best information as to the amount of imports of 
foreign oil and foreign-oil products for those years ? 

Mr. Tarr. Yes, Senator. They are in the record. They were taken 
down as I testified. 

Senator Kerr. I understand. I took them down right here. 


Now, I want you to listen to this question very carefully, Mr. Taft. 
Are you going to leave those figures as your best judgment, or your 
statement of accurate information, of the imports of crude oil and 
products for the ee 1949 through 1954? 

i 


Mr. Tarr. I 
crude oil imports. 

Senator Kerr. Well, I asked you for the production. 

Mr. Tarr. I understood you to say residual. In one case I gave 
you residual. 

Senator Kerr. Now, Mr. Taft, you did not give me residual. 

Mr. Tarr. Well, if I did not, it was because I got interrupted. I am 
sorry, I will give it to you now. 

What year do you want me to give you on the residual? 

Senator Kerr. All I am asking you for is a figure representing the 
total imports of crude oil or products. 

Mr. Tarr. Well, Senator, may I answer first on residual ? 

Senator Kerr. You just answer it any way you want to. 

Mr. Tarr. Well, wait a second, you told me I had not answered 
your question on residual. Let me answer that first, before I go after 
something else. 

Senator Kerr. I want to remind you that until your adviser cor- 
rected you, you told me that the figures you had given me represented 
the total of both crude oil and products. 

Mr. Tarr. I will have to leave it for the record, Senator, I don’t 
think T did. 

Senator Kerr. Well, I heard the answer; it is in the record. 


d not give you production. I gave you figures for 
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Mr. Tarr. Well, my recollection is also pretty good. 

Senator Kerr. Then you said, well, “That did not include my 
figures on residual that I gave you.” 

Then I reminded you that you had not given me any residual figures. 

Mr. Tart. I will have to say again that it was because I did not get 
any chance to, Senator, Here are the figures on imports of residual 
fuel oil in barrels daily: 1949, 206,000 barrels; 1950, 329,000; 1951, 
325,000; 1952, 351,000; 1953, 360,000; 1954, 353,000. 

Senator Mirrrcen.. Are those thousands of barrels ? 

Mr. Tarr. Yes; thousands of barrels per day. 

So that the figures I have given are on the same basis. May I just 
look back and see what I did give you here? I do not think I gave 
you any imports of crude oil. 

Senator Kerr. Mr. Taft, for a man as positive as you are, your 
memory is not very reliable. 

Mr. Tart. Senator, I gave you the crude oil production per day 
domestically. I do not think I gave you the crude oil imports. I will 
be glad to grethen to you now. 

Senator Kerr. Have you got them there? 

Mr. Tart. Yes, I have got them. 

Senator Kerr. Well, let me show you some figures you gave me, and 
see if they will refresh your menory. 

Mr. Tart. Yes, I know that table. That is the crude oil imports; 
and that is all I said, 

Senator Kerr. Well, you just said that you did not give me the crude 
oil imports. 

Mr. Tarr. I—All right, Senator, I gave you the crude oil imports, 
but it does not include products. 

Now, that is the question you asked me, and you claimed that I had 
included products. I said I did not include products. 

Senator Kerr. Well, that is the reason that I asked you if the figures 
you gave me did include products, and you said yes until your man 
corrected you. 

Mr. Tarr. I did not. I can remember too, Senator. 

Senator Kerr. Well, the record will show it. 

a Tart. The record will show it, and I am glad to stand on the 
record. 

Senator Kerr. Well, you will fall on the record. You better get 
something else to stand on. 

Mr. Tart. Senator, I have been standing thus far, and I am still 
standing, and I will stand on the record. 

Senator Kerr. Now, you have given me 2 sets of figures, 1 is crude 
oil and 1 is residual. 

Mr. Tarr. Of imports; that is right. 

Senator Kerr. Now, is that the total imports of both crude and 
refined products of crude oil? 

Mr. Tarr, I would say not, but I do not know whether I have the 
figures or not of the refined products. The amount of refined products 
that come in is pretty small. 

As far as Venezuela is concerned, they send them to Purope, they do 
not send them here. 

Senator Kerr. Well, you see what I am trying to get into the record ; 
and Fam delighted’ to have here the man who either knows it or has 
access to it. 
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Mr. Tarr. To some of it, Senator. 

Senator Kerr. Well, the record is going to show to what degree it is, 
all of it or some of it. 

Mr. Tarr. That is right. 

Senator Kerr. How much are the total imports of crude end prod- 
ucts competing with domestic industry in that field ¢ 

Mr. Tarr. Well, I have some data here from the Bureau of Mines. 

I have a table showing the total demand, production, and imports of 
all oils by years from 1938 to 1954 in barrels daily. That is broken 
down into domestic demand, exports, total demand, domestic produc- 
tion, and for imports it has “Quantity” in one column, “Percent of the 
domestic crude oil production” in the next, and “Percent of domestic 
demand for all oils” in the next, and then the “Percentage changes in 
stocks.” 

Senator Kerr. Mr. Taft, I have the same papers that you do. I am 
only trying to get into the record certain facts; that is, the degree to 
which imported oil or products has absorbed whatever increase there 
has been in domestic demand, and to what extent increased foreign 
oil or products has replaced domestic production in furnishing do- 
mestic markets and demand. 

Mr. Tarr. In the case of residual oil imports, it has replaced pro- 
duction of residual in the United States to a considerable degree. 

The figures I have given in connection with fuel equivalent take 
domestic and foreign production in order to show the total replace- 
ment in coal by residual fuel oil. In the other cases, I am sorry that 
I cannot give you the specific figures on that. 

Senator Kerr. Would you indulge in an assumption with me, then, 
in the event I am going to talk about some figures that you neither 
know or do not have immediate access to ? 

Mr. Tarr. I will be glad to, unless I have some information that 
would indicate they are wrong, which I am sure will not be the case. 

Senator Kerr. If the record shows that imports of either crude oil 
or products is absorbing whatever increase there is in domestic de- 
mands and gradually replacing domestic production in supplying 
domestic demand, would you agree that that is a situation that should 
be corrected ¢ 

Mr. Tarr. I would say it is a situation that ought to be considered 
very carefully. But I should point out that our committee is against 
quotas—we don’t think that is the way to correct the situation. Now, 
when you get into natural resources—and agricultural products are 
in that kind of an area—you find yourself in a position where the 
principles certainly are not the same as in dealing with manufactured 
goods. Nevertheless, my committee is in the position of opposing 
quotas. 

Senator Kerr. Then, I will ask you two more questions. 

Mr. Tarr. Now, this is not a question of staff judgment about it. 
This is a question of discussion among the very substantial group of 
leading members of our committee, and that is where they came out. 

I have told you that I think there is a distinction between this kind 
of an item, particularly where, like lead and zinc, national defense 
considerations are involved. 

The question of the origin is very important. The general prin- 
ciples of defense is that the oil which we have to rely on, ought to 
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come from this hemisphere, rather than from overseas sources. That 
has been a long-time principle of the Defense Department, as I have 
known it. 

That does make oil different, in my judgment, from the ordinary 
situation, but my committee still stands on the proposition that it 
should not be handled, in general, by quotas. 

Senator Kerr. Well, the same principle applies to lead and zine. 

Mr. Tart. I included lead and zine in that same kind of considera- 
tion, and we have taken the position there that it should not be handled 
by quotas but ought to be handled by stockpiling, and that is what the 
President actually did. 

In the case of oil I understand that you cannot quite do that, so 
that there again you have got a problem which takes considerable dis- 
cussion. Our committee has not given that kind of consideration 
to it. 

Senator Kerr. Let me just ask you a few more questions. 

Mr. Tarr. May I give you just this reason for that? 

The quota proposed 2 years ago on crude was one which would not 
actually operate. At that stage, the application of the quota would 
not have excluded any crude oil. 

The proposed quota at this time would exclude, I believe, about 26 
ponies something like that, of crude oil imports. That, at once, 

ecomes a question of international trade and of stopping certain 
American sales of manufactured goods to Venezuela primarily. 

That is why our committee has not had to face this question of the 
quota on crude up to this time, and our position at the moment is that 
we are against quotas on anything, including crude. 

Senator Kerr. You know that the quotas suggested would not, un- 
less they compel Venezuela to divide their imports with others, the 
quotas proposed exceed the imports from Venezuela in this hemisphere. 

Mr. tan Well, that is true, but there is no way in which you can 


stop the came that are not related to Venezuela from importing 


from other places. 

Senator Kerr. Now, which companies are those ’ 

Mr. Tarr. I do not know. I do know that Creole and Standard of 
New Jersey, for example, import from Venezuela. 

Senator Kerr. Suppose you found out they are identical ? 

Mr, Tart. I think they are not, Senator. 

Senator Kerr. Well, I say suppose you found out they are? 

Mr. Tarr. In fact, I know of one company which is not concerned 
with residual oil from Venezuela or crude oil, so far as I know. 

Senator Kerr. So far as you know? 

Mr. Tarr, That is right. 

Senator Kerr. Which one? 

Mr. Tarr. I believe that is Texas. I may be wrong about that, but 
I am sure they do not import residual and I do not believe they import 
crude, I do not think Standard of California is involved either. 

Senator Kerr. I do not think they are either. 

Mr. Tarr. That is why I say there is a difference of opinion there, 
and therefore there is nobody that can decide as to how that reduction 
by reason of quotas would be divided between the two. 

Senator Kerr, Well, I want to tell you that under the authority of 
this act they can decide everything else. Why could they not decide 
that? They could make the decision if the authority were given them, 
could they not ? 
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Mr. Tarr. Well, Senator, curiously enough, I was the “rum ezar” 
during the war on rum from the Caribbean, and we were not able to—— 

Senator Kerr. I did not know you had been a “rum czar.” 

Mr. Tarr. I did not either, Senator, I do not often admit this; but 
I did have this question and we did have to fix at that time the quotas 
from various countries from which rum was permitted to come. So, 
it could be done under war powers, but I would have some doubts 
whether it would be either within our powers or, at any rate, advisable, 
to try to do it in peacetime. 

I am still talking to the other side of the aisle, Senator, you under- 
stand. 

Senator Kerr. I know. You have addressed yourself quite often 
to other people and other subjects. 

What is your concept of the basis for this law? 

Mr. Tarr. You are talking now about the constitutional questions? 

Senator Kerr. No, sir; I am talking about the fundamental basis 
and justification for this legislation, both H. R. 1 in its present form 
and the long line of legislation which has grown out of it. 

Mr. Tarr. Well, Senator, assuming that you do not mean the con- 
stitutional questions involved and that you mean the practical—— 

Senator Kerr. Is your concept of the justification of this law that 
it is primarily to promote international trade and commence on a basis 
that is beneficial to the economy of the United States, or is it that 
the justification of this law is to put into the hands of the Chief Execu- 
tive of the Nation an additional implement or vehicle to enable him 
to carry out his responsibilities in the matter of foreign relations of 
this country ? 

Mr. Tarr. I would say it clearly is the first, Senator. I would not 
exclude the other as part of the consideration, but so far as I am con- 
cerned, it is to improve the general economic situation in the United 
States and to provide a method for preventing continuation and sub- 
stantial increases in the tariff and other kinds of restrictions. 

Senator Kerr. Then your concept of it is that the only justification 
for Congress to pass it, and the only constitutional provision iwnder 
which we can operate, is to develop a program having to do with the 
ieveling of imports, the regulation of trade and commerce, and achiev- 
ing the ovendll objective of increasing trade and commerce between 
this and other countries as it is related to the improving and the devel- 
oping and expansion of our domestic economy ? 

Mr. Tarr. No, Senator, I did not say “only.” I very specifically said 
that the first alternative was the one that I would advance first, adding 
to it the method of handling the very difficult tariff problem. But 
would also add that this does become very necessary in connection with 
our international relations and I would put that, as I did in my state- 
ment, as a secondary but a very important element involved. 

Now, the two i together add up to a pressure of competition on 
our general defense economic base which, in my judgment, has 
strengthened it up to this point and, in my judgment, continuing on 
this same basis would strengthen it in the future and keep it the 
strongest in the world. 

Senator Kerr. Thank you very much. 
ys Tarr. I would not say “only.” I would certainly include the 
other. 

Senator Kerr. Thank you very much. 
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Senator Martone. Mr. Taft, you certainly “covered the waterfront,” 
and I will try not to duplicate the questions any more than I have 
to to cover the ground. 

You have already inserted not only your board of directors but your 
membership of your organization into the record, have you not? 

Mr. Tart. No, sir; I gave you a few members in answer to Senator 
Kerr’s specific questions and I said that I had offered to the chair- 
man on the other side a list of the businesses, the types of businesses. 
I have not put in a list of the members of the organization. 

Senator Marone. I thought that the cross-examination by Senator 
Kerr had brought that out. 

Mr. Tart. No, sir; this was a list of the types of businesses, Sen- 
ator, which I think is of some importance and which I will be glad to 
furnish and put into the record. 

Senator Martone. Well, would you just insert the members of your 
board of directors? 

Mr. Tarr. Yes, sir; I repeated them, but there were a few that I 
did not cover, and I will be glad to put them all in. 

I did not give a list of our board of advisers, who are the heads of 
various civic and business organizations and labor and farm organi- 
zations, 

I will submit both of them for the record. 

(The listing of the board of directors and board of advisers and 
partial industry classification of supporters follow :) 


BoaRgp OF DIRECTORS 


John 8. Coleman, chairman, president, Burroughs Corp., Detroit, Mich. 

William L. Batt, secretary, Philadelphia, Pa. 

George L. Bell, executive vice chairman, Committee for a National Trade Policy, 
Washington, D. C. 

Harry A. Bullis, vice chairman, chairman, General Mills, Inc., Minneapolis, Minn. 

John F. Fennelly. Glore Forgan & Co., Chicago, Ill. 

Edward Littlejoin, Burroughs Corp., Detroit, Mich. 

John J. McCloy, chairman, the Chase National Bank, New York, N. Y. 

John A. McCone, president, Joshua Hendy Corp., San Marina, Calif. 

Charles H. Percy, vice chairman, president, Bell and Howell Co., Chicago, Ill. 

B. E. Richmond, general manager, Richmond-Chase Co., San Jose, Calif. 

Morris 8. Rosenthal, New York, N. Y. 

James 8. Schramm, vice chairman, executive vice president, J. 8S. Schramm Co., 
Burlington, Iowa 

Russell G. Smith, executive vice president, Bank of America, San Francisco, 
Calif. 

Ralph I. Straus. vice chairman and treasurer, director, R. H. Macy & Co., Inc., 
New York, N. Y. 

Charles P. Taft, vresident, Headley, Sibbald and Taft, Cincinnati, Ohio 

Brayton Wilbur, president, Wilbur-Ellis Co., San Francisco, Calif. 

J. D. Zellerbach, president, Crown-Zellerbach Corp., San Francisco, Calif. 


BoarD OF ADVISERS 
ay 0 F. Boetiler, president, Bankers Association for Foreign Trade, St. Louis, 
0. 


Richard L. Bowditch, chairman of the board, C. H. Sprague & Son Co., Boston, 
ass. 


E. Lamar Buckner, president, United States Junior Chamber of Commerce, 
Tulsa, Okla. 


Dean Meribeth Cameron, American Association of University Women, South 
Hadley, Mass. , 


C. Emanuel Carlson, director, Baptist Joint Commission on Public Affairs, 
Washington, D. C. 
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Mrs. Theodore S. Chapman, president, General Federation of Women’s Clubs, 

Washington, D.C. 

William L, Clayton, Houston, Tex. 

Howard 8, Cullman, chairman, The Port of New York Authority, New York, N. Y. 
S. A. Dodge, president, Lions International, Detroit, Mich. 

Dain J. Domich, Sacramento, Calif. 

Mrs. Irving Engel, president, National Council of Jewish Women, Inc., New 

York, N. Y. 

W. J. Gilstrap, vice president and manager, foreign department, Wells Fargo 

Bank & Union Trust Co., San Francisco, Calif. 

Joseph C. Grew, Washington, D. C. 
Cordell Hull, Washington, D. C. 
Miss Helen G. Irwin, National Federation of Business and Professional Women’s 

Clubs, Des Moines, Iowa 
Allan B. Kline, past president, American Farm Bureau Federation, Chicago, Ill. 
Murray D. Lincoln, president, Cooperative League of the United States, Colum- 

bus, Ohio 
Stuart F. Louchheim, Philadelphia, Pa. 

A. E. Lyon, executive secretary, Railway Labor Executives’ Association, Wash- 

ington, D. C. 

Mrs. Edith W. Macy, president, Y. W. C. A. National Board, New York, N. Y. 

Henry J. Mahady, Latrobe, Pa. 

George Meany, president, American Federation of Labor, Washington, D. C. 

Donald M. Miller, president, National Council of American Importers, New York, 
aE 

Herschel D. Newsom, master, the National Grange, Washington, D. C. 

James G. Patton, president, National Farmers Union, Denver, Colo. 

Everett D. Reese, president, Park National Bank, Newark, Ohio 

Walter Reuther, president, Congres of Industrial Organizations, Washington, 
D. C. 

Wayne E. Richards, Arkansas City, Kansas 

H. Christian Sonne, chairman, National Planning Association, Washington, D. C. 

Michael Straight, American Veterans Committee, Washington, D. C. 

Walter White, secretary, National Asociation for the Advancement of Colored 

People, New York, N. Y. 

Rufus Wilson, national commander, AMVETS, Washington, D. C. 
Mrs. James Wyker, president, United Church Women, Columbia, Mo. 

The Committee for a National Trade Policy is the spokesman for almost 1,000 
individual and business supporters, actively working to advance a more liberal 
trade policy for the United States. 

Just as the committee’s board of advisers is broadly representative of this 
country’s civic, military, commercial, labor, and farm organizations, so, too, do 
its directors and supporters represent a realistic cross section of the national 
interest. 

Its personal supporters include leaders in every area of community, educa- 
tional, and professional interest. 

Its business supporters are drawn from such a broad sweep of this country’s 
retailing, wholesaling, and manufacturing business that it can be truly said that 
they represent, with a few omissions, American business. In even the broadest 
of industry breakdowns—without consideration of specialized fields within a 
classification which might themselves be termed industries—business supporters 
of the committee cover more than 100 different American industries, whose trade 
interests are as varied as the products they make and sell and the markets they 
enter. 

Even a casual glance at the partial list of industries represented by business 
supporters of the committee gives clear evidence that the weight of American 
business opinion is decidedly in favor of a more liberal trade policy. 


A PARTIAL INDUSTRY CLASSIFICATION OF COMMITTEE SUPPORTERS 


Advertising Automobile manufacturing 
Agricultural equipment Automotive parts 

Air conditioning Baking 

Aircraft manufacturing Banks 

Airlines Beverages 

Architecture Brewers 

Attorneys Brokers 
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Broadcasting and recording 
Building materials 
Cameras 
Canning 
Carbons and carbides 
Carpets 
Cement and concrete 
Certified public accountants 
Chemicals 
Clothing 
Coal 
Confectionery 
Construction 
Containers : 
Metal 
Paper 
Cordage 
Cosmetics 
Cotton 
Dairy 
Department stores 
Detergents and soap 
Distillers 
Drugs: 
Retail 
Wholesale 
Dry goods chains 
Jarth-moving equipment 
Electrical appliances 
Electrical instruments 
Electronics 
Engineering : 
Chemical 
Structural 
Sanitary 
Fertilizer 
Finance companies 
Flour milling 
Furniture: 
Metal 
Wood 
Glass 
Greeting cards 
Grocery manufacturing 
Grocery wholesaling 
Hand tools 
Hotels 
Import-export 
Insurance 
Investment banking 
Jewelry 


Leather 

Lumber 

Machine tools 

Machinery : 
Light 
Heavy 

Marine: 
Insurance 
Brokers 
Shipping 

Matches 

Meatpacking 

Medical equipment 

Metals: 
Ferrous 
Nonferrous 

Mining 

Motion pictures 

Novelties 

Office : 
Equipment 
Machines 

Oil 

Optical 

Paint 

Paper 

Pens 

Pharmaceutical 

Plastics 

Plumbing 

Printing inks 

Printing presses and type 

Public relations 

Public utilities 

Publishing : 
Books 
Magazines 
Newspapers 

Radio and television manufacturing 

Railroads 

Railroad manufacturing 

Rubber 

Salt 

Specialty shops 

Shipbuilding 

Shipping 

Shoes 

Tobacco 

Valves 

Vending machinery 

Watches 


Even with this breakdown, many of the committee’s business supporters wouid 
still have to be listed as miscellaneous. 

Senator Matonr. Now, Mr. Taft, you are aware that the 1934 Trade 
d pee Act changed the long-established method of protection 
of domestic industries by a definite principle laid down in the tariff 


act of determining the duty on a basis of fair and reasonable com- 
petition, meaning the difference between the cost of production of 
an article here and the cost of a similar article in the competitor for- 
eign nation, and recommending that difference as the duty. It was 
changed to a principle of including additional factors such as political 
and international factors, strengthening foreign nations’ economies, 
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and in the meshing of the domestic economy of economic factors be- 
tween agriculture and manufacture and mining. 

That may be a little involved. If you think it is, I will restate it, 
but the change in principle is what I want to know if you understood 
and approved. 

Mr. Tarr. Well, Senator, I think, as I listened to your question, 
that you described the standard previously accurately. As to your 
description of the principle involved in the present act, I do not think 
I would quite agree with it. 

Senator Martone. Will you deseribe it? Describe both of them to 
us. Maybe you can help me. 

Mr. Tarr. No; I think that your description of the first one was 
entirely accurate. 

Senator Martone. You go ahead and describe both of them now 
and tell me what you think; if you think there has been a change in 
the principle and, if so, if you approve. 

Mr. Tarr. There is no question about the change in the principle. 

Senator Matonr. Then, will you describe both of them so we will 
have it together in the record ? 

Mr. Tarr. The old basis of the act was certainly an effort to equal- 
ize the cost of production at home and abroad. 

Senator Matone. And bring any product in on the basis of fair 
and reasonable competition, or at leant give the American producer 
equal access to his own market ? 

Mr. Tarr. Well, I am not sure if I would add that, Senator. I 
would rather leave it as I stated it. 

Senator Martone. You stated it was to determine the difference 
between the cost of production and to equalize the cost so as not to give 
the American producer any advantage or the foreigner any advantage, 
but to equalize it? 

Mr. Tarr. Yes; I said that was the principle upon which it was 
based prior to 1934. 

Senator Matonz. Now, what was the principle established in 1934? 

Mr. Tarr. Well, I think that the best way to indicate that is to take 
section 350 of the Tariff Act of 1930. Of course, the rest of the act 
stayed the same, in general. 

This act set out to provide the President with authority to negoti- 
ate trade agreements in any case. where, in his judgment, there was 
obstruction to trade, either in our duties or other restrictions, or in 
the duties or other restrictions im by foreign countries. 

The implication is clear. In fact, everything in the committee re- 
ports and interpretations since would indicate that this requires 
reciprocal concessions. “Reciprocal” has been the name applied to 
the 1934 act, although it does not appear in the legislation itself. 

The act has, since that time, been modified first by the peril point 
and later by the escape clause. 

Senator Matonr. Why do you not just stay with the principle estab- 
lished in the 1934 act? Now, what was it? 

Mr. Tarr. Well, I have just stated it, Senator. 

Senator Matong. No, I do not think you did. The reason why I 
do not think you did is you are calling the duties trade barriers and 
obstructions, you are allocating that: name to this protection that was 
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supposed to end the competition between foreign and domestic pro- 
ducers. You called that an obstruction. 

Mr. Tart. I called it a restriction. 

Senator Matone. Is that what it calls it in the act? 

Mr. Tarr. Yes, sir. 

Senator Matonr. Where? 

Mr. Tarr. I have it here. It is in section 350 (a) (1), in which it 
reads: 

Whenever he finds, as a fact, that any existing duties or other import restric- 
tions of the United States or any foreign country are unduly burdening and re- 
stricting the foreign trade of the United States. 

Senator Marong. That is correct. 

Now, the principle established is if, in the President’s judgment, any 
tariff, regardless of whether it is merely an evener or whether it is 
too high or too low, if he judges that it restricts the foreign trade of 
the United States he can change it without regard to its correctness in 
the evening of the competition. Would you interpret it to mean that 
particular thing? 

Mr. Tarr. That may have been the case in 1934. It was not adminis- 
tered in that way. 

Senator Matong. Well, I think it was. 

Mr. Tarr. That is a matter of opinion. 

Senator Matong. Now, I did not ask you for your opinion yet. I 
asked you if you would describe, and I think you did, the difference in 
the change in the principle. 

In other words, he may take into consideration a change that he 
thinks is necessary on any duty in his foreign trade agreements with 
any foreign government regardless of its correctness in evening the 
competition. He can change it whether it is correct in its evening of 
the competition of that particular product. You do not use industry 
in that regard ; it is a product. 

Mr. Tarr. You say he can now; I would say he cannot now. 

Senator Martone. Could he do it in 1934? 

Mr. Tarr. Well, he perhaps could, but, as I say, the administration 
of the act was not on any such basis. 

Senator Matone. Well, I think it was, so that is simply a matter of 
opinion. 

Now, let us move on and you tell us why he cannot do it at this time. 
: a Well, he cannot do it because of the peril point, in the 

rst place. 

Senator Matone. Will you describe the peril point? 

Mr. Tarr. The peril point, in general, is an instruction to the Tariff 
Commission to investigate the situation of those products which are 
listed for negotiation and to fix a point below which the President may 
not reduce the tariff. It is true that the President has the power, and 
I believe it has been exercised in one case, to override the Tariff Com- 
mission in that res 

Senator Matonz. Now, Mr. Taft, it is not necessary to go beyond 
my question in each case because we will get to it. 

As a matter of fact, he may disregard the peril point that the Tariff 
Commission fixes, may he not? 

Mr. Tart. Well, I think probably. 
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Senator Matone. Where do you get this probably business? Why 
don’t you read it and tell me? 

Mr. Tarr. Senator, I am a lawyer, and I guess you are a lawyer also. 

Senator Martone. No, I am not a lawyer. 

Mr. Tarr. Well, in the courts today, I do not care to predict what 
a court is going to do or what an administrative body is going to do 
under the interpretation of an act. 

Senator Matone. I am not asking you to predict anything. 

Mr. Tarr. That is exactly what you are asking me to do. 

Senator Matone. I am asking you, and I shall stay with it for a 
certain length of time, to answer i? he may not disregard, and has not 
disregarded, the peril point in making an agreement. 

Mr. Tarr. I answered that once, Senator. He has, and he has then 
to report it to Congress. 

Senator Martone. We require that he report it to Congress when he 
does so disregard it, but he may disregard it? 

Mr. Tarr. I have answered that twice; yes. 

Senator Martone. Well, you have answered it once without modify- 
ing it. 

Mr. Tarr. Senator, I am not going to answer “Yes” or “No” to most 
of your questions without explaining. 

Senator Maronr. How do you know what they are? 

Mr. Tarr. Well, I know the questions you have been asking other 
witnesses. 

Senator Martone. That is good; you are going to get them. 

Mr. Tarr. I do not doubt it. I am going to answer “Yes” or “No” 
first, and I am certainly going to explain most of my answers. 

Senator Matone. Well, if you want to modify this, I will ask you 
again if he may disregard any tariff that is fixed by the Tariff Com- 
mission as a peril point. 

Mr. Tarr. For the third time, “Yes.” 

Senator Matone. That is the second time without modification. 

What branch of the Government is delegated to regulate the duties, 
imposts, and excises that we refer to as tariffs and regulate what we 
know as foreign trade? 

Mr. Tarr. The Congress of the United States. 

Senator Matonr. Now, you believe in the gradual reduction of the 
duties or the tariffs that were referred to as eveners or as a method of 
establishing fair and reasonable competition between the United 
States and the foreign nations? 

You do believe in a gradual reduction of these duties, I gathered 
from your statement ? 

Mr. Tarr. Ina selective way; yes; certainly, sir. 

Senator Martone. Well, a selective way would mean that you would 
just select products that in the President’s judgment, or the judgment 
of the Secretary of State, or whoever is doing the work, should be 
gradually reduced without regard to that evener on the basis of fair 
and reasonable competition that could be established if that were still 
the principle? 

Mr. Tarr. Well, without regard to the general idea as it existed 
prior to 1934; yes. But, in my judgment, the reductions have been . 
made on the basis of increasing trade on a fair basis to production both 
in the United States and abroad. 
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Senator Matone. But it may change the character of the production 
in the United States, may it not, under that explanation ? 

Mr. Tarr. It may. I think it very seldom has. I do not remember 
any cases, but it may have. 

Senator Martone. I am a good deal like the Senator from Oklahoma. 
We have considerable evidence and, of course, we are glad to have your 
views. But you do say that it can rearrange the industrial map of the 
country ¢ 

Mr. Tarr. No, sir, I do not. 

Senator Matone. Well, you say that it can increase the trade on one 
product and decrease it on another. 

Mr. Tarr. No; I did not say that. 

Senator Martone. Well, could it? 

Mr. Tart. It could, yes; but, in general, domestic influences have 
been far more influential in changing that pattern, rather than any 
effect that imports have had. 

Senator Matonr. Did you ever hear of any industry objecting to 
domestic competition, except in private conversation ? 

Did you ever hear it before a committee like this? 

Mr. Tarr. I should say so. The same textile people that have 
testified here on the tariff have certainly shouted very loudly about 
the industry moving south and about southern wages. 

Senator Matone. They shouted but they did not complain to the 
committee. They simply enumerated the Migs that had taken place, 
but I heard no one object here to fixing duties; I heard no one advocate 
any duties or anything that would even up the domestic trade. 

Mr. Tarr. Because that is forbidden by the Constitution of the 
United States. 

Senator Martone. Well, there are several things that we think are 
forbidden by the Constitution of the United States and probably have 
to be tried out, and, of course, duties between States are forbidden, 
but these people, in the main, were complaining about appropriations 
and various other acts of Congress in some other manner, freight 
rates or something else. 

I remember the conservation, and the testimony will be a matter of 
record, that it favored one area over another, and they did not like 
that. But in this particular act they were not objecting on the basis 
of domestic competition, were they ¢ 

Mr. Tart. Certainly not. 

Senator Marone. And they were objecting to the act on a basis of 
what. they considered a harm done to their industry through the 
change in the principle of determining that difference in the cost of 
production of this Nation and the chief competitive nation on the 
principles outlined in the 1934 act; and they did not contend that the 
President did not have the authority to do it, but they were objecting 
to the act because he did have the authority to do it. Was that what 
they were objecting to? 

Mr. Tarr. I think that is correct ; yes. 

In fact, some of them proposed an amendment that would take at 
least a part of that authority from the President. 

Senator Matone. That is right; and the oil people were.one. I 
agree with you. I do not agree on the quotas to thi extent. I do not 
agree that we should pick out one industry or one product and protect 
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it with a quota and leave the rest to the wolves. I do agree, however, 
with a considerable number of persons that the quota system, in some 
cases, has to be invoked. But if it were going to be invoked, I would 
be in favor of a quota system being considered by the Tariff Com- 
mission in relation to all articles under the same conditions, not just 
pick one out and protect it, particularly with a law or an amendment, 
and leaving all the rest of them running loose. 

Mr. Tarr. Well, Senator, the difficulty with this is the difficulty 
that comes up in the practice of law. If a court or an administrative 
body tries to expand its decisions beyond the matters that have been 
presented to it, it is going to get itself in trouble as it may when it 
gets to the Supreme Court. Therefore, I am afraid I could not agree 
with your suggestion that it ought to be applied to what are thought 
to be similar items, if those have not been litigated, if those have not 
been presented. 

Senator Martone. I did not ask you to agree with it, I merely said 
that I do agree with you that you should not pick out one particular 
one, at least, and you did disagree with the quota on oil. 

Mr. Tart. That is right. 

Senator Matonr, I think if you are going to give a quota to the 
Tariff Commission, you are going to have to give it to them on a basis 
of fair and reasonable competition. 

The Congress has considered at least one article that is well known, 
like sugar, where they have tariffs and quotas and various other con- 
siderations. Are you familiar with that? 

Mr. Tarr. Yes, sir. 

Senator Matone. So you would not say it would be illegal if the 


Congress did give the Tariff Commission the ro to consider it? 


Mr. Tarr. Certainly not. I answered Senator Millikin that the 
Congress could do many of the things that have been asked by wit- 
nesses here. 

Senator Marong. Now, then, did I understand in your answers to 
Senator Millikin and I believe Senator Kerr, that you did not think 
there had been any jobs lost in the textile industry or anyplace else? 

Mr. Tarr, I said due to imports, Senator. 

Senator Matone. That is right. 

Mr. Tarr. I did not make it universal because I did say that there 
were certainly some jobs lost in coal due to residual fuel. _ 

Senator Matone. Well, would you say that there are some jobs lost 
through the importation of textiles of certain types? 

Mr. Tart. That may be, I don’t know. But in the case of textiles, 
you have had, in the last 12 months, an increase in productivity. There 
was information on this in Mr. Livingston’s column the other day in 
the Washington Post and Times Herald, which you may have seen. 
There was an increase of about 13 percent in the production of the 
textile industry, while there was a 3-percent loss in employment. So 
that part of the unemployment now is clearly due to increased tech- 
nology, and I can go into details on that, 

Senator Matone. I do not want the details, unless you want to do 
so. When you finish, I will ask you another question. 

Mr. Tarr. There are a few marginal areas where imports in the 
textile business peeneae have led to loss of business and of domestic 
production. Velveteens happens to be one of them. That was be- 
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cause both the British and the Japs devised a scheme for waterproofing 
the velveteen and bringing it in under the waterproof-cloth category, 
so that for 1953 and 1954 there was an undue bulge in the imports of 
velveteen, and I do not doubt that it had some effect on the domestic 
velveteen industry; not much but some. This was corrected by the 
Bureau of Customs in January and these velveteens will have to come 
under the velveteen category of the tariff act and pay a higher duty 
than it did as water a cloth. 

Now, I give you that simply as a sample of one small piece of the 
textile industry where there may have been that kind of an influence. 

Senator Matong. We are glad to have anything you want to say 
for the record, Mr. Taft. 

Now, I come back to the question. You have many times here today 
outlined as proof that no harm has been done to any industry the 
fact that their business has increased along with the increase in im- 
ports, so I take it from your testimony that you believe that any adjust- 
ment of the tariff or the duty, as the Constitution calls it, that would 
still protect domestic industry against goods that could be imported 
cheaper, of a similar nature or the same goods, would be against the 
national interest because the foreign nations should be entitled to a 
part of our increased business in the United States ? 

Mr. Tarr. Yes. I see no reason why an American industry should 
have a monoply of the American market. I have said that a good 
many times. 

Senator Matone. I think I understand your theory correctly, and 
all we are trying to do is make a record, and that answer is a great 
improvement. 

Now, taking on that theory, do you believe that we should, from 
now on or from the time the 1934 Trade Agreements Act was passed 
to provide the increase in the American market and that they are 
entitled to their part of that market, entitled to compete by having 
the duties set below that differential of the cost of production that 
would even the cost of foreign imports with the cost of the same 
domestic article ? 

Mr. Tarr. I would have to say that I do not believe that the stand- 
ard you suggest can be administered, because in most cases you cannot 
find out the cost of production abroad. 

Senator Martone. That is not an answer to my question. Will you 
answer it first ? 

Mr. Tarr. That is the first comment on it . 

Senator Matonr. Answer it first. I do not care about the com- 
ment, but if you want it in the record it is all right with me; but I 
want you to answer that question. 

Mr. Tarr. I think you will have to go back and give it to me. 

Senator Matone. [. I think I would. I do not think you paid 
any attention to it. 

r. Tart. I was listening just as hard as I could. 

Senator Maronr. Listen again. 

Mr. Tart. I will try. 

Senator Martone. Do you believe that the duty should be gradually 
reduced, even below that differential of cost of production that would 
even the cost of foreign imports with the American production, to 
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give the foreign producer, wherever he may be located, a part of the 
growth of the American market? 

Mr. Tarr. I believe in that, but not in the reduction of the duty in 
the way you describe it, not for the reason you give. 

Senator Matonr. What reason would you ascribe to it? 

Mr. Tarr. The reason I would ascribe to it is that we are part of a 
competitive system, and that I believe that foreign competition is 
just as healthy as domestic competition, and that the proper effect, and 
the effect in the overwhelming majority of cases, is to improve the 
productivity and reduce the costs of the American producer. 

Senator Martone. Well, do you believe that by following that prin- 
ciple a foreign producer is definitely given a part of the increase in 
the American market ? 

Mr. Tarr. He is only given it if he can earn it. That was why I 
objected to the reason that you gave. 

Senator Martone. Well, let me clarify the record in that regard. 

If you go back to the principle of fair and reasonable competition, 
and that is the only criterion in the 1930 Tariff Act, on a flexible basis; 
if, assuming that a duty was correct and the chief competitive nation 
raised its living standards, then they are entitled to, and in effect we 
are directed to reconsider that particular duty and fix it so it does 
then, at the moment, correctly depict that differential of the cost of 
production, so that the principle is fair and reasonable competition. 

Now, we both agree that that is what the 1930 act contemplates. I 
guess we agree on that, do we not? 

Mr. Tarr. As the fact, yes. 

Senator Matonr. Now, without regard for the moment as to 


whether they can find out what the foreign cost is, my a to 
t 


you was, and still is: Do you believe that, in order to give the foreign 
nations a part of our increased production—our increased consump- 
tion of that same article—if it is necessary to lower the duty below 
that fair and reasonable competitive point, that would be justified ? 

Mr. Tarr. Well, my answer to that would be no, because I do not 
agree at all that the purpose of it is to give the foreigner a larger 
portion of the market. 

Senator Martone. Suppose it results in that effect? You are still in 
favor ? 

Mr. Tarr. I see no objection to it; no. 

Senator Matonr. All right; I think that is very clear. And I 
would like to correct you on one thing. If you were talking about 
tepublican doctrine or Republican policy, if it is of interest to you 
I would furnish you a copy of it. I documented the Republican plat- 
forms for 75 years and ds always had that principle of protection, 
to even the cost of production between the fective competitor and 
the domestic producer. If there is any question about it at all, I 
will send it to you. It was a Republican doctrine and there never has 
been a Republican President that advocated anything else until the 
last 2 years. 

Do you agree with that? 

Mr. Tart. I agree with part of it, and not with the rest of it, Sena- 
tor. 

Senator Martone. Well, go ahead and explain it. 
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Mr. Tarr. To begin with, I would not suggest anything about the 
tariff policy of the Republican Party. I was talking about the free 
enterprise pemeaphy of the Republican Party. 

Matone. You are talking about the policy of the Repub- 


Senator 
lican Party. 

Mr. Tarr. I was talking about the policies of the Democratic and 
Republican Parties in support of the free-enterprise system. 

Senator Martone. Well, we are still for it. 

Mr. Tarr. Yes, that is right; and I was saying that to Senator Kerr. 

Now, the other thing which I do not quite agree with is your account 
of the past history. There has been certainly since 1890 a portion of 
leading Republican authority which has been in favor of a moderate 
tariff policy. I will be glad to document that information. 

Senator Matonr. Yes. Why do you not give me what your idea of 
a moderate tariff policy is? 

Mr. Tarr. Well, do you want me to document my statement ? 

Senator Ma.one. I want you to give me your idea of a moderate 
tariff policy. 

Mr. Tarr. A moderate tariff policy, I would say, is the way in which 
the Reciprocal Trade Agreements Act, on the whole, has been admin- 
istered since 1934. 

Senator Martone. And without regard to that differential in the 
cost of production, but for the benefit of the over-all economy of the 
United States and the international relations? 

Mr. Tarr. I would not say that it was without regard to the cost of 
production because I think in many cases it may have come closer 
to the cost of production differential than could have been arrived at 
by any sort of investigation in advance. 

Senator Matone. But you will admit, I suppose, that there have 
been cases of reduction of the duty below that differential of cost? 

Mr. Tarr. A few. 

Senator Martone. Well, then, you are for the principle ? 

Mr. Tart. For what principle? 

Senator Matone. For the principle of using a duty or a tariff below 
that differential of the cost of eames below that fair and reason- 
able competitive basis, if it strengthens the overall economy of the 
United States in the opinion of the President or assists in international 
relations. 

Mr. Tarr. Yes, except that I am not willing to agree that it neces- 
sarily does put it below the cost. of production. In most cases I would 
think it has not. 

Senator Matone. Your statement is a matter of record. I only 
asked you if you favor that principle. 

Mr. Tarr. Well, Senator, I cannot favor a principle if you put into 
it, when you state it to me, something that I do not agree with. 

Senator Matone. Well, let us see if we can get at it another way. 

You do admit that there are cases where the President has lowered 
it below that differential, or lifted it above that differential of cost 
on the basis of fair and reasonable competition for purposes that he 
thought were for greater benefit of the United States for domestic 
economy or for international relations ? 

Mr. Tarr. No, I see no basis for saying so. I know of no case where 
there was any evidence that the duty was set below the difference in 
the cost of production. 
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Senator Matonn. Well, the Tariff Commission is the best evidence 
we have and there are 8 or 10 cases where the Tariff Commission re- 
ported that there should be a raise in the duty or tariff to equal that 
differential, and he would not change it. 

Mr. Tarr. But those are very small cases, Senator, if you take the 
amount of employment that is involved or the importance that they 
are in thetotaleconomy. They are certainly minor. 

Senator Marone. It does not make any difference in their economy ’ 

Mr. Tarr. They represent a very small portion of numbers of wit- 
nesses that have appeared before you. 

Senator Martone. Now, Mr. Taft, I am fully aware of the way you 
debate—I think we debated once before—but you are going to answer 
this question if you stay here until midnight. 

Mr. Tarr. Senator, I am going to answer any question; but I am 
going to answer it differently if you put assumptions in. You have 
done that in almost every question you have put to me. 

Senator Matonr. We will let the record stand. The question I am 
asking you now, do you agree with an act that allows a president to 
set the duty or the tariff, or to leave the duty or the tariff at a point 
below that competitive point on a basis of fair and reasonable com- 
petition, for any purpose he may prescribe that is within the act, 
either for the good of the overall American economy or for interna- 
tional purposes ¢ 

Mr. Tart. Is that the end of the question ? 

Senator Martone. Did you understand it? 

Mr. Tarr. Yes, sir; and the answer is “Yes.” 

Senator Matone. You agree that that should be done in his judg- 
ment ? 

Mr. Tarr. Yes, sir, although I believe that it has been done very 
seldom. 

Senator Martone. Well, we will get to that a little later, if you do 
not mind. 

You do agree that he should do it if, in his judgment, it is to the 
overall benefit of the United States of America ? 

Mr. Tarr. For the second time; “Yes.” 

Senator Matonr. That will be enough, unless you make another 
speech and then we will come back to it. 

Now, I do not thing it is necessary, it should not be at least, to name 
the industries that are obviously hurt and I, myself, could not com- 
ment favorably, although I would not mean to comment on your 
statement at all. It is your statement and you are the one that is the 
author of it when you said it is a sense of outrage that the lies that 
these men in working industries are telling here; that they are not 
really injured. And I would only just mention here, for the benefit 
of the record, the glass industry and the crockery industry and the 
minerals and the textiles and the petroleum and other industries. 
While there may even be members of this committee that would dis- 
agree with what the cure would be, they do not disagree, I think I 
can tell you, that these industries have lest injured. 

Now, you are familiar no doubt with the operation of the Geneva 
General Agreement on Tariffs and Trade, how they operate? Are you 
more or less familiar with that? 

Mr. Tarr. Yes, sir; ina general way. 
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Senator Matong. Now, were they organized with the 1934 Trade 
Agreements Act as a basis for them to operate upon { : 

In other words, would there have been any basis for such an organi- 
zation except for this act ? a 

Mr. Tarr. It is an agreement, not an organization, Senator, and it 
is based upon that act. ’ 

Senator Matone. In other words, if we did not extend this act, that 
would be the end of the operation of General Agreement on Tariffs and 
Trade for further operations ? 

Mr. Tarr. I am not sure of that, Senator. Do you mean, with re- 
spect tomodifications intheagreement? 

Senator Matonr. Well, for further operations. 

Mr. Tarr. Yes. And I think the agreement itself does not have a 
termination provision in it, if Iam not mistaken. I am not sure. 

Senator Martone. Well, I am not too familiar with their agree- 
ments, which are not really trade agreements, but in any case they are 
agreements to lower tariffs. I think you will agree with that inter- 
pretation, but we have come to call them trade agreements, just as 
you have come to call it reciprocal trade, with nothing in the act 
or the title to justify it. wee 

Mr. Tarr. Well, there is something in the act to justify it, but 
they do not use the word “reciprocal,” Senator. 

Senator Matong. No; it is not used. I am glad to say that Con- 
gress never used that in the act, but the London bankers did invent 
the term at the time, just as Mr. Butler, Chancellor of the Exchequer, 
invented the phrase “Trade, not aid,” and they give us these phrases 
to mouth and live by, and they do a pretty fair job. 

Now, what I will ask you, then, without regard to the length of the 
trade agreements, because trade agreements made by the President 
generally speaking have a 3-year termination that is; a 3-year life, 
and then continue until such time as he may communicate with the 
nation with which trade agreements were made for cancellation; is 
that true? 

Mr. Tart. I believe so. 

Senator Maton. Now, I suppose that these agreements follow in 
the same line, but in this case, regardless of their termination date, 
if they do or do not have any termination date, the General Agree- 
ment on Tariffs and Trade organization at Geneva could not make any 
new ones if we did not extend this act? 

Mr. Tarr. That is correct. 

Senator Mriiixr1n. Senator, would you let me interrupt you for 
a minute on a different matter ? 

Senator Martone. Yes. 

Senator Miiir«1n. Mr. Taft, I am told that you stated that both 
Dow and Monsanto have increased their exports over 25 percent over 
the entire year. 

I am asked to ask you, could you explain to the committee about 
the figures on which this percentage was based ? 

Mr. Tarr. I got that from the value-line survey of February 4, 1955. 

Senator Matone. What is the value-line survey? 

Mr. Tarr. It is a periodical magazine survey by one of the organi- 
zations engaged in investment and stock-market analysis. 
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Senator Martone. Now, back to the original subject. 

There are various other organizations springing up in various areas 
calling themselves trade organizations or the like, such as one set up 
by an Assembly of the United Nations resolution. The resolution 
was passed 2, 3, or 4 months ago, without our vote I am glad to 
inform you, because we had previously had a member, an Assistant 
Secretary of State, who was in charge of that matter, before another 
committee; not because of it, I will not say that, but he had said he 
would not be in favor of it. 

We knew it was coming up. This organization is supposed to in- 
crease its membership. It has 30 or 40 members now. At least they 
have indicated they will join it. I am not sure about the number, but 
a substantial number, and it also is to deal in foreign trade. 

Mr. Tarr. Senator, I am sorry, I did not get your start there. I 
did not get which organization you mean. 

Senator Matone. A United Nations resolution in the Assembly cre- 
ated another worldwide organization. 

Mr. Tarr. Now whichisit? I did not see the item. 

Senator Maronr. It is simply a resolution that created this organi- 
zation, and there were a certain number of foreign nations that en- 
tered into it, and we attended the meeting. I understand a delegate 
from the State Department attended, but did not vote for it. 

However, there is a difference of opinion as to whether we are 
bound in any case. But, if we do not extend this act, our markets 
would not be in that pot, and, therefore, if they continued the organi- 
zation, and we did not continue this act, there would be no question 
our markets would not be included in the division, would they? 

Mr. Tarr. Well, Senator, I do not know what organization you 
are talking about. You have not named it. You have not even indi- 
cated what it is about. 

Senator Matonr. I told you three times that it was created by an 
Assembly resolution. The Assembly is a part of the United Nations. 

Mr. Tarr. I understand, but that still does not tell me what the 
organization is. 

Senator Matonz. I did not name it. I do not think they named it. 
They simply passed a resolution creating an organization that would 
deal internationally with foreign trade. 

In other words, they could divide this deal in tariffs or other mat- 
ters and have an influence in the division of trade in the world. But 
they created that organization. 

The reason for my question is to ask you, if we do not continue 
this act, would there be any question that our markets would not. be 
involved in this. 

Mr. Tarr. Well, Senator, our markets are not involved whether 
we continue the Trade Agreements Act or not. The Trade Agree- 
ments Act authorizes the General Agreement on Tariffs and Trade, 
it certainly does not authorize some insubstantial kind of organiza- 
tion that has been recommended by the Assembly of the United Na- 
tions, with us voting against it. 

Senator Matone. I think there are a lot of people going to be inter- 
ested in your argument that the passage of this bill authorizes the 
General Agreement on Tariffs and Trade, because there are many 


people who say it actually does not; that it will be presented to Con- 
gress later. 
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My own idea is just like yours, that it actually does, and we will 
never see the General Agreement of Tariffs and Trade come before 
this Congress if we pass this bill in its present form. 

Mr. Tart. I do not think I said that. I was talking about your 
United Nations Assembly resolution. I was saying that the passage 
of this act has nothing to do with our being a member or having 
anything to do with it. sae 

I still do not know what your organization would do, but the Re- 
ciprocal Trade Agreements Act does not authorize us to go into that 
organization. : seeds. 

Senator Matone. Now, back up, Mr. Reporter, if you will just 
hold it a minute, and read the answer to my question on the General 
Agreement on Tariffs and Trade and the organization created by 
the Assembly resolution. Read Mr. Taft’s answer to it. It is quite 
a way back now. 

Mr. Tarr. Senator, this may save you the trouble 

Senator Martone. I know what you said. I am going to have him 
read it. 

(Mr. Taft’s answer read back by the reporter. ) 

Mr. Tarr. Certainly I said that, but I deny that the passage of 
this act has anything to do with the resolution of the Assembly of the 
United Nations, 

Senator Martone. Well, I did not say you did; I said that you said 
just what he read; and that was if we passed this act, it authorizes 
a General Agreement on Tariffs and Trade, and I agree with you; 
I do not think it ever has to go before Congress again. 

Let us go on to the next question. 

I may say that I think it is authorized by the present act, so far as 
that is concerned. 

Now, the International Trade Organization, created by our State 
Department, along with other nations, was submitted to this Con- 
gress 3 or 4 years ago, and it was rejected. 

That is to say, it was submitted to the House, and the Foreign Rela- 
tions Committee of the House, I understand, rejected it. 

Mr. Tarr. At least it did not recommend it, Senator. 

Senator Minnixin. Senator, I think that was the Senate Foreign 
Relations Committee, but nothing ever happened. 

Senator Matonr. Was it before the Foreign Relations Committee 
of the House, also? 

Senator Mriir«in. I think that is true, but I got the impression 
that you were limiting it. I think it languished in the Senate Foreign 
Relations. 

Senator Matonr. I am glad you corrected the record, Senator, be- 
cause that even makes it more convincing, that both the Senate and 
the House, their regularly appointed Foreign Relations Committees, 
rejected it. 

Now, after that rejection the State Department created what was 
to become known as the International Materials Conference, which 
went ahead to accomplish what the International Trade Organiza- 
tion had been designed to accomplish, which had been rejected by 
Congress and later was financed by the State Department and carried 
on a certain time. 

If we do not extend this act, then it would be impossible for the 
State Department or anyone else to create an organization like the 
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International Conference or International Trade Organization and 
be effective in relation to our markets; would it not? == 

Mr. Tarr. No, sir; I think that the creation of certain kinds of 
international conference committees is clearly within the purview of 
the President’s authority. 

For instance, in 1943, when I went into the State Department, the 
rubber cartel was just expiring. The United States then, and since 
that time, with perhaps one exception, has refused to go into any inter- 
national commodity agreements, especially those which contemplate 
any kind of a buffer stock operation, even comparable to our own 
Commodity Credit Corporation, and we refused to go into a new 
rubber cartel but insisted on having a study committee only made up 
of American, British, Dutch, and others interested in the production 
of rubber, which has collected statistics very useful to the rubber 
producers and users in the United States ; and without getting us into 
any kind of commitments to do anything. 

I do not happen to be familiar with the International Materials 
Conference to which you referred, but I assume from the way you 
have described it, that this conference is doing the same thing and is 
not in any way committing us either to stockpiling operations or to 
any control of what we in the United States may thereafter decide 
to do. 

Senator Martone. The International Materials Conference was com- 
mitting us. That is to say, they were carrying on the negotiations, 
cooperating with the General Agreement on Tariffs and Trade. Along 


the same lines, and, without going into it, I will refer you to a report, 
report No. 1627 of the Senate of the last year, 1953, and it describes 


it in very great detail. 

But, what I will ask you now, since you have brought up the possi- 
vility of the Secretary of State or the President entering into forei 
organizations, if this act expires there can be no further control by the 
President or the Secretary of State through any organization that may 
affect the duties or the tariffs that may be set by the Congress of the 
United States, or by the Tariff Commission, as its agent, to which this 
matter reverts if this is not extended ? 

Mr. Tarr. I think that is correct, except insofar as those agreements 
may continue thereafter of their own authority, and they cannot then 
thereafter be modified. 

Senator Martone. That, of course, we settled a while ago; that the 
President of the United States may, in his discretion, set notice. 

Mr. Tarr. That is correct. 

Senator Martone. So then if we do not extend this act we are free 
in the future from all such me separated entirely from 
Congress, or in which Congress has nothing to do with the setting up 
of those organizations ? 

Mr. Tarr. Unless there were other authority given, Senator, as, for 
instance, in the case of the International Wheat ent. 

Senator Maronz. But that case I included in my question, except 
where Congress authorizes it. Congress would be the judge, just as 
it was prior to the 1934 Trade Agreements Act. 

Mr. Tarr. This is a question of delegation of authority such as is 
given in the Trade Agreements Act and as might be given by other 
acts of Congress. 
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Senator Manone. That is true. I am very interested in your answer 
that you think the original act authorized the General Agreement on 
Tariffs and Trade. 

Mr. Tarr. I said the act as in force today, Senator; I did not say 
the original act. 

Senator Matong. Well, I stand corrected. 

You see, Mr. Taft, I am not trying to argue with you. I am trying 
to get into the record what you believe and we can save time if you 
would understand that. 

Now, do you know what activities the General Agreement on Tariffs 
and Trade at Geneva have been engaged in the last few months? 

Have they been engaged in organizational activities and in arriving 
at certain multilateral and other trade agreements with other nations 
in anticipation of the extension of the act? 

Mr. Tart. They have been engaged, Senator, in the renegotiation 
of some of the general principles Taid down in the General Agree- 
ments on Tariffs and Trade and in the new negotiation of an organiza- 
tion section of the General Agreement on Tariffs and Trade. 

As I understand it, and I only know this from the newspapers, they 
have not been engaged up to now in the negotiation of individual 
duties. Notice was given for that in November and those negotiations, 
having to do particularly with Japan, are supposed to begin in the 
near future. 

Senator Matong. Yes; but have not yet been authorized? 

Mr. Tarr. No. They have been authorized, Senator, but they have 
not yet taken place. 

Senator Martone. That is, these trades with Japan ? 

Mr. Tarr. That is right. They were authorized by the renewal of 
the Trade Agmenets ct of last year. 

Senator onE. But if this act is not renewed, then no negotiations 
can be contain in the future with new agreements that would include 
Japan 

Mr. Tarr. Or anybody else ; that is right, sir. 

Senator Matonz. Now, in the Washington Post on Thursday, March 
17, there was an announcement of a new world trade agency, but 
upon reading it, it seems that it is a sort of a reorganization of the 

eneral Agreement on Tariffs and Trade. Isn’t that about right? 

Mr. Tarr. Yes. There was also involved a modification of the gen- 
eral principles too, at least in one respect. where it was contrary to an 
act of the United States. This had to do with the section 22 of the 
Agricultural Adjustment Act. That now has been modified so that it 
is no longer in conflict with that act. 

The other job has been to set up some sort of organizational provi- 
sion so that there is an authorized secretariat for the agreement, and 
that, in whatever form it comes, is the second part of this negotiation 
which is to be submitted to Con 

Senator Martone. Yes. I think there is a plan in this act, in H. R. 
1, that sets forth that the organizational part of the General Agree- 
ment on Tariffs and Trade organzation at Geneva will be submitted to 
the Congress, but not the trades that they may make. 

In other words, nothing on tariffs themselves to come before the 


ongress. 
Mr. Tarr. That is correct. 
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Senator Matowr. But they would be authorized, then, in an or- 
ganizational way, to do that work themselves? That is correct? 

Mr. Tarr. Yes. 

Senator Martone. Now this dispatch says, in part: 


The plan for such an organization was developed during 4 months of negotia- 
tions in Geneva on the overall problem of strengthening the General Agreement 
on Tariffs and Trade. This is the free world’s basic reciprocal trade agreement, 
in which the United States and 33 other nations participate, 

You are familiar with the work they have been doing? 

Mr. Tarr. Yes, sir. 

Senator MaLone (reading) : 

Details of the proposed OTC— 


that would be the Organization for Trade Cooperation. Now is that 
the new name for the General Agreement on Tariffs and Trade? 

Mr. Tart. I read this article, too, Senator. I know as much as you 
do, no more. 

Senator Martone. Well, I thought I might get a little enlightenment 
because you have been very liberal with your explanations up to now. 

Details of the proposed OTC— 


Organization for Trade Cooperation— 


are to be announced officially on Monday. It is a direct outgrowth of the program 
drafted by a special commission headed by Clarence B. Randall, chairman of the 
board of Inland Steel, and is one that became a key section of the President’s 
foreign economic program. 

You are familiar with Mr. Randall’s work ? 

Mr. Tarr. Yes, sir. 

Senator MALone. And he has been the spearhead of this work as far 
as the United States is concerned in the General Agreement on Tariffs 
und Trade, this 4 months’ work? 

Mr. Tarr. I would not put it quite that way, Senator, because he 
was not a delegate. They are referring to his commission which made 
its report to the President a year ago at the end of January, and 
which recommended what was done. But he was not a member of 
the delegation although I think perhaps there were several who went 
to Geneva who had been members of the Randal Commission. But 
I wouldn’t put it quite as you did. 

I think his suggestion undoubtedly had something to do with what 
they have gone ahead with, but he has actually not been the spearhead 
at Geneva. 

Senator Martone. Here isa very interesting item. It says: 

One such victory— 
of the organization, I presume— 
is that the proposed Organization for Trade Cooperation would make possible 
closer supervision of such trade restrictions. 

Up to now the business of the GATT— 


General Agreement on Tariffs and Trade— 


nations was handled mainly in periodic meetings. The new OTO would give these 
nations their first year-round organization. 


You understand their intention is, then, to meet continually and 
continually readjust ? 
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Mr. Tarr. No, sir; I think not. The meetings to readjust would 
certainly not come too often because they take too long and take up 
too much time and effort. This does mean that the secretariat will 
have an official status in an office all year long to which any queries 
or complaints may be sent, but it does not mean that they will be 
negotiating all year long. 

Senator MAtone. All I know is what it says. It means that the new 
OTC, Organization for Trade Coooperation, would give these nations 
their first year-around organization. 

Now, we covered this next question to a certain extent. Do you 
understand the general principle laid down by Congress through its 
agent, the Tariff Commission, and which was its agent up until the 
time this act took effect—it is still its agent but it 1s more or less of 
an errand boy now—that the principle laid down by Congress to be 
adhered to by the Tariff Commission: leveling of the competition, 
equalizing the competition, was for the purpose of developing this 
whole country. That is to say, if domestic economic factors were 
found more favorable in one part of the country than another to the 
development of any product, a company or individual could proceed 
on that principle and know that it only had to compete actually with 
domestic producers on a basis of paying practically the same wages. 

Sometimes the wages are a little different in some parts of the coun- 
try but at least any competing country would have to pay approxi- 
mately the same costs of doing business as they did and they would 
not need to worry particularly about foreign competition in stifling 
their production. 

Do you understand that that is generally the purpose of the prin- 
ciple on a tariff or duty ¢ 
Mr. Tarr. You mean prior to the Reciprocal Trade Agreements 
Act? 

Senator Matonr. Prior to the 1934 Trade Agreements Act. I have 
not adopted the London bankers’ prefix to it yet. 

Mr. Tarr. That may be an interpretation. I never happen to have 
heard it before. It sounds as if it might have been. 

Senator Martone. Well, in any case whether they meant it that way 
or not, it resulted in about that kind of competition. 

In other words, it was pointed out here, and we have heard it over 
the last 15 or 20 years, that some industries have moved from one 
locality to another because they temporarily found cheaper wages 
and a lower cost of doing business. So that carried out the theory 
that whenever you found the feasibility factors that added up to a 
feasible industry any place in the United States, protection was equal. 
There was no discrimination and you just took the best place in the 
United States to do it and didn’t worry about cheaper foreign im- 
ports because the principle had been laid down that the Tariff Com- 
mission would take care of that part of it. It was a plan of fair and 
reasonable competition throughout the United States on an even and 
competitive basis within the country. 

Is that the way you understood it to be? 

Mr. Tarr. That was the theory, Senator. 

Senator Martone. Now, the theory of the 1934 Trade Agreements 
Act was that other factors could be considered, so that as we reviewed 
the ones that were here before in another connection, there might be, 





1752 TRADE AGREEMENTS EXTENSION 


in certain cases, subject to the judgment of the President of the United 
States, under the 1934 act, a lowering of that duty below that competi- 
tive point—that fair and reasonable competitive point. 

Therefore, these industries could no longer depend upon the prin- 
ciple of being protected from foreign competition. 

Mr. Tarr. If you mean the act removed from them some of the kind 
of assurance they had before with the 1930 and 1922 acts, that certainly 
is true; yes. 

Senator Marone. That is right. 

Now, you have mentioned 2 or 3 times yourself that the peril point 
and the escape clause were injected later, and you are familiar with 
those 2 amendments to the act? 

Mr. Tarr. Yes, sir; in general. 

Senator Matone. You are familiar with the fact that—and we dis- 
cussed the peril point once before, but not the escape clause—that in 
either case, when the Tariff Commission is requested to make a finding, 
that the President can either adopt or reject the Tariff Commission’s 
finding, if that, in his judgment, is justified ? 

Mr. Tarr. That iscorrect. That I answered before. 

Senator Matonr. Now, in any case, an industry, any industry, as 
long as this act is in force, if we extend the act any industry is subject, 
at any time, to a trade agreement that might further lower the duty, 
unless protection in that particular product follows? 

Mr. Tarr. The answer is “Yes,” subject, of course, to the notice given 
in the procedures that are set up in connection with the act and its 
administration. 

Senator Matone. But the President’s judgment is final ? 

Mr. Tarr. Yes, that is correct. 

Senator Matoner. Now, any industry in the United States, under 
those conditions, has this possibility, however it may be described, 
hanging over its head; that is to say, that they know that at any time 
the President or the State Department should decide to do this thing, 
that they can be subject to this increased competition. 

Mr. Tarr. That is correct. 

Senator Marong. And to get away from that, even in the escape 
clause, to escape from it, providing they do escape, and they take that 
chance in a very small percentage, but assume that they could escape, 
they have to show serious injury in order to be considered for escape 
from that trade agreement. 

Mr. Tarr. Or threat of serious injury, both are set up in the escape 
clause. 

Senator Matoneg. Yes. 

Now, you have been an attorney for aPaar ERAN, and you have been 
an attorney for many fine corporations. you believe that a busi- 
ness, any business, in the United States, subject first to a threat of 
lower protection that could, under the act, injure it, and that to escape 
from it, assuming that they could escape from it, they have to wait 
until they can prove that there is a threat of serious injury or actual 
serious injury; do you think a business enterprise of that kind as a 
rule can keep the confidence of the banking institutions and potential 
investors in that business ¢ 

Mr. Tarr. Yes, sir; the experience is that they can, and that the 
threat of domestic competition is far more serious than any such 
threat from imports. 
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Senator Matone. Now, Mr. Taft, that is a voluntary remark and 
I am glad, if you want it in the record, you can put it in the record, 
but I must come back to the fact that, as the senior Senator from 
Colerado and the distinguished Senator from Oklahoma said, the 
record here shows differently, and I am going further to take excep- 
tion to the remark you made that this committee does not call experts. 

As a matter of fact, we have experts employed on this committee 
and, as a matter of fact, I would call expert engineers and economists 
that have been retained over many years to advise industries, and they 
appear here, and I am sorry that you believe what you do, that we do 
not call experts. 

Mr. Tarr. Well, Senator, I was not referring to the staff. I know 
something about the staff of the committees and I certainly favor the 
addition to the staff of the committees of as sound and competent 
experts as they can get. But what I am saying is that I was informed, 
in connection with asking people to appear here to testify, that it had 
to be someone who asked to appear for his business and those who 
simply wanted to appear to give expert testimony would not be 
entertained. 

Senator Matone. Are you aware of the fact that any member of 
this committee, Senator Millikin, Senator Kerr, or any Senator on 
this committee, or any Senator on the Senate floor, if he requested 
Harry Byrd to allow an expert to testify, I am sure it would be 
favorably received. It has been in the past, and we do do that. 

I have just written him a letter about it, and I think you will find 
a few witnesses here next week sometime. 

So you think maybe you ought to modify that a little bit, do ~~ 

Mr. Tarr. Well, I am very glad to modify it to conform to the facts, 
Senator. I am only telling you what I was told when I discussed the 
question about what witnesses appeared before the committee. 
Senator Martone. Well, you just lumped all committees, did you 
not? 

Mr. Tart. No, sir; I was talking about the Finance Committee of 
the Senate, and I made specific inquiries here. 

Senator Martone. Well, I will disabuse your mind on that. 

Mr. Tarr. Evidently I was erroneously informed. 

Senator Martone. I think you were. 

Mr. Tarr. Or I may have misunderstood. 

Senator Martone. And I will say to you, too, that there are com- 
mittees here that deal only with experts when it is a technical subject. 
Of course, they will hear others, if they insist on being heard. 

Mr. Taft, you are, of course, familiar with the act, that it does say 
that in making these decisions, the President may consider the mesh- 
ing of these economic domestic factors in regard to the agriculture 
and mining and manufacturing industries, and, on that basis, may 
a a -_" in the same manner as he may consider-ssome international 
problem 

Mr. Tarr. I am not sure it lays it down quite that specifically, 
Senator, but I think he does exercise that authority. 

Senator Maronz. Well, that is good enough. I will tell you that 
it is mentioned in the act. 

Now, talking about exports, you are aware, of course, that most 
of the agricultural exports are carried on on a basis of the taxpayers 
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making up the difference between the world price and the suppert 
price here in the products that are exported ? 

Mr. Tarr. That is true of many of them. 

Senator Martone. In other words, you would not call it a very 
profitable situation. It is simply a question of getting rid of the 
agricultural products that the Government acquires by virtue of the 
protection afforded that industry ? 

Mr. Tarr. And of supplying very much needed foods in certain 
areas of the world, Senator. That certainly is in the minds of the 
farmers, I know. I have talked to many of them. 

Senator Matone. So that is still an opinion. All I am asking you, 
is that true, that the taxpayers make up the difference and that is 
the way we count this international trade? 

Mr. Tarr. Yes; for the second time. 

Senator Matone. Well, if you want to make a speech, I will ask it 
again. I merely want it in the record so it is clear. 

Senator Minirxr. Why not say it for the third time? 

Mr. Tarr. Yes; for the third time. 

Senator Martone. Well, you can make it for the fourth time. 

Senator MiiirKrn. I say stop at the third time. 

Senator Martone. I am sorry we have to have these conversations. 

Now, you are familiar, of course, with all of these trade agree- 
ment. acts, so-called trade agreement acts, and the General Agreement 
on Tariffs and Trade. They are made, of course, by the State De- 
partment and we say, in accordance with the act, it is the President. 
That whatever trade agreement is made, whatever lowering of tariff 
as a result of that trade agreement with this particular nation is in 
accordance with the most-favored-nation clause, every other nation 
had the advantage of that trade. 

Mr. Tarr. You said under GATT? 

Senator Matonr. I believe under GATT, but I will confine it. 

Mr. Tarr. You are talking about the bilateral agreements? I was 
not clear, Senator. 

Senator Martone. I believe that is true in the bilateral agreements, 
but I will confine this question to be clear-cut, to any trade agreement 
that is made by the President or the State Department as a spear- 
head in all this business with any nation, and then, under the most- 
favored-nation clause, every other nation has the advantage of that. 

Mr. Tarr. That does not apply to the Iron Curtain countries, Sen- 
ator, but otherwise the answer is yes. 

Senator Martone. Yes; I think that is well-stated. 

Now, if Japan is taken into this organization under this General 
Agreement on Tariffs and Trade and included as one of the bene- 
ficiary nations in this trade family, then they would be entitled also 
to all the benefits of any trade ement that might be made? 

Mr. Tarr. That-is correct. Of course, that is one of the reasons 
why the negotiation becomes so important. 

Senator Martone. But it is true? 

Mr. Tarr. Yes; that is correct. 

I am informed, Senator, and this is new to me, that Japan now 
has the benefit of the most-favored-nation treatment by us. 

Senator Matone. I was not sure of that. 
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Mr. Tarr. I am not sure myself, but that is what I have just been 
told, and I think it is correct. They certainly would have it if they 
got under GATT. ; ; oot ; ; 

Senator Matone. Yes; if they became a member of this organization 
and if this act is extended. 

Now, are you aware or have you studied the degree that these nations 
with which trade agreements have been made carried out the spirit of 
their agreements with us in lowering their tariffs ¢ 

Mr. Tart. Yes. 

Senator Matone. Well, do you believe that they generally do carry 
out the spirit of the agreement in lowering their tariff in trade with 
us, lowering tariffs on their products ? 

Mr. Tarr. Yes, sir. 

Senator MaLtonr. You do? 

Mr. Tarr. Yes, sir. 

Senator Matone. Are you aware that most of them—and I would 
not say a hundred percent because I could not do that without refer- 
ring to the record, but the great majority of them—are you aware 
that they many times change or adjust the price of their money 
in terms of the dollar for the very purpose of trade advantage? 

Mr. Tarr. Senator, they made a general adjustment of their ex- 
change rates in 1949, As to any other period since the war, my 
answer would be “No.” 

Senator Mavonr. You are talking about the British Empire? 

Mr. Tarr. No; 1 am talking about quite a number of foreign coun- 
tries, 

Senator Martone. Are you aware that many of these foreign coun- 
tries can create a new value for their currency for a particular purpose 
by Executive order? 

Mr. Tarr. I am sorry, I was trying to get the material here on the 
prior question. Would you mind repeating the question ¢ 

Senator Matonr. Yes. Are you aware that in many foreign coun- 
tries a currency with a new value for a particular purpose can be 
created by Executive order ? 

Mr. Tarr. In those foreign countries, yes, sir. 

Senator Matonr. Yes; some of them. 

Mr. Tarr. Yes; but I would say, also, that it involves such an impact 
on their foreign relations that it has not actually been done. I agree 
it could be done by some of them, although I do not know their legis- 
lative and executive provisions well enough to answer that exactly. 

Senator Matone. That would be a matter of fact / 

Mr. Tarr. That is correct. 

Senator Martone. I happen to know, just to complete the record, 
that it is done in many cases. 

Now, do you know that most foreign nations have a permit system 
for exchange, and that they can prevent, through that. simple action, 
any oe ete or hold import down on any product or all products, just 
through that permit system on exchanges / 

Mr. Tarr. Yes, sir; and I will be glad to state to you just what it is 
and what has happened to it, briefly, since 1946, after the war. 

Senator Matone. Go ahead. 

Mr. Tarr. I testified about this in the House in brief, and there has 
also been inserted in the report of the Committee on Ways and Means 
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of the House of Representatives, on page 37, a detailed outline, coun- 
try by country, and goes through page 43, which outlines that in great 
detail. 

I would say, in general, because I do not want to encumber the record 
again, Senator, that in 1945 and 1946 there was almost a hundred per- 
cent restriction against our imports in Europe by the use of import 
licenses and by subjecting our exports to quota restrictions. Those 
have gradually been reduced and the speed of reduction has been much 
more rapid in 1953 and 1954. You now have the elimination of those 
restrictions to the extent of about half in Great Britain, and to the 
extent of about 70 percent in Germany, and corresponding reductions 
in most of the other countries. Italy and France are, I believe, the 
two countries that have reduced the least. 

And, as they reduce them, then their reductions previously made, 
so far as their tariffs are concerned, come into effect and we get the 
benefits of them. 

Senator Matonz. Yes. The fact remains that they do have such a 
permit system, whether utilized or not. In some cases they may utilize 
it at any time. 

Mr. Tarr. Under GATT there is a provision for an exception due to 
balance payments problems, which means exchange controls, if they 
are not able to keep their foreign payments in balance. 

Senator Martone. Well, ek of what the exception is for, 


they do have such a system and may exercise it at any time. 

Mr. Tart. Certainly. I was simply pointing out that it was in ac- 
cordance with the agreement and not in violation of it. 

Senator Matong. But they can do it. 


Mr. Tarr. They can do it. 

Senator Manone. Any time they want to? 

Mr. Tarr. Certainly. 

Senator Matong. As a matter of fact, in these same nations, a large 
percentage of them do have a permit system that operates on imports, 
do they not? 

Mr. Tarr. Yes; for the second time. 

Senator Martone. And they may exercise it at their option? 

Mr. Tarr. Yes; for the second time. 

Senator Martone. I think we are improving; we are getting shorter 
answers. 

Now, there is one other question here. You are in favor, as you have 
testified, of the President’s authority to give this favored setup under 
certain conditions to foreign importers? 

There is another act before this committee that will be considered 
in due time, and that is a 14-point reduction amounting to about a 
38 percent reduction over the domestic producer on the income-tax 
collection of a foreign investor. 

Would you favor that act, too? 

Mr. Tarr. Yes, I favor it, sir. 

Senator Martone. You believe there should be some incentive if a 
person is going to invest his money in foreign nations? 

Mr. Tarr. Yes, sir. I may say, Senator, that since this proposal 
first came up, the stock market has risen very considerably so that 
the rate of return in the United States has gone down rather substan- 
tially, and that in itself has become quite a substantial additional in- 
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centive to investment abroad. But that situation was not in existence 
at the time this proposal was first made. 

Senator Matone. You are for the favoritism of foreign investors? 

Mr. Tart. I do not consider it as favoritism, sir. 

Senator Matonge. What do you consider it? 

Mr. Tarr. I consider it as a proper incentive for investment of 
funds in foreign countries to help raise their standard of living and 
to make them better customers in the end, and also to improve the 
peace of the world. 

Senator Martone. Well, for whatever purpose, you are in favor of it 
being passed ? 

Mr. Tarr. Yes, sir. 

Senator Matonr. Now, I am glad to know what is affecting the 
stock market. There have been certain reports in the newspapers—— 

Mr. Tart. I did not say anything affected it; I said it had gone up 
and the effect of it was to give some incentive to foreign investors. 

Senator Mavone. In any case, if we are to pass this Act, you think 
it would encourage American firms that are now in business here to go 
abroad with branch plants and other methods of increasing produc- 
tion abroad ? 

Mr. Tarr. I think it probably would. 

Special tax treatment has been utilized and is already in effect, as 
the Senator probably knows, for Latin America, for this hemisphere. 
So that this is a matter of extending it to the Eastern Hemisphere. 

There is some difference of opinion as to how much it has stimulated 
investment in foreign countries, but I think the business opinion is 
that it has stimplated it in this hemisphere. 


Senator Matoneg. Well, you are in favor of as the foreign 


investment of firms that are in business here, or any other firm as a 
matter of fact, American established firms that can go abroad, invest 
their money in plants there and import the goods here and have an 
additional income rider ? 

Mr. Tarr, I would say, Senator, that that applies in a relatively few 
cases, but where it does apply I do not object to it. 

Senator Matoneg. In other words, you are in favor of passing the 
act giving them that 38 percent advantage if they do invest in other 
nations? 

Mr. Tart. I think it was only a 14 percent. 

Senator Matone. I will stand corrected if that is true. I think it 
was a 14-point reduction, and it is 52 percent the way it is. 

Mr. Tarr. Well, it reduces it to 38 percent. I see what you mean. 
You mean that is the percentage reduction of the total tax. I have 
not figured it, but I think that is correct. 

Senator Martone. I may be wrong in the exact percent, but you are 
in favor of a substantial reduction of any tax payments of any com- 
pany that will go abroad and operate plants? 

Mr. Tart. That is right. 

Senator Martone. I was interested in your national defense state- 
ment. 

You believe that any material produced here that is really neces- 
sary w national defense should be excepted from such trade agree- 
ments 

Mr. Tarr. No; I would not put it that way. I was in favor of the 
Symington amendment, which is now part of the act, and was adopted 
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last year. I would rather state it as that amendment does, which is 
now in the act. 

Senator Matonr. What does it do, specifically ? 

Mr. Tarr. What does the amendment state? 

Senator MaLone. Yes. 

Mr. Tarr. It appears on page 30 of the act as printed on January 
16,1955. It reads as follows: 

No action shall be taken pursuant to such section 350 to decrease the duty on 


any article if the President finds that such reduction would threaten domestic 
production needed for projected national defense requirements. 


Senator Matonr. Yes. Now, you consider that the national econ- 
omy and the preservation of the national economy, if any industry is 
a substantial part of it, would not be important in that regard ¢ 

In other words, you wouldn’t object to a reduction in duty on any 
article even though it is a substantial part of the economy of this 
Nation, unless it was considered important for national defense ¢ 

Mr. Tarr. No; I wouldn’t say that, Senator. I said in my state- 
ment that this is a question of the rate of reduction, that certainly 
no industry should be subjected to a sudden and drastic reduction 
of the tariff. That I certainly agree with. 

Senator Martone. This should be gradual? 

Mr. Tarr. Exactly. I might point out that one of the advertise- 
ments to which I objected talked about drastic reductions which took 
place as soon as this bill passed. 

Senator Matone. Well, some have. But, anyhow, confining it to 
what you have just mentioned, you do believe in gradual reductions, 
that may go below a differential of production on a basis of reasonable 
competition ¢ 

Mr. Tarr. That is right. 

Senator Martone. There is considerable talk about lead and zinc 
and I merely wanted to inject one thing here. That market was 
broken by an importation of lead and zinc from the British Empire, 
mostly early in 1953, and it has been maintained since, imports that 
broke the price from around 16 cents a pound, which was, considered 
a fair price here, with the wages at $15 to $18 a day, to 10 cents. 

Mr. Tarr. I think it went to nine, Senator. 

Senator Martone. Well, I think it did, but just round numbers. 
Sixteen fo ten cents and thereby turned about 90 percent of the zinc 
ore in this country into country rock. An ore is simply defined as a 
rock or material that can be mined at a profit so that about 90 percent 
of it turned into country rock when it went to 10 cents, and of course 
I understood you to say that there had been no effect here that was 
of any great importance in the economy. 

Mr. Tarr. I don’t think I said that, Senator. 

Senator Martone. Well, I understood that was the sense of it, and 
if lam wrong in that I am sorry. 

Mr. Tarr. That was certainly not my intent. What I would say 
was that I —— of the President’s steps taken to meet the situa- 
tion, rather than trying to attempt a quota or tariff. 

Senator Martone. Well, he talked about a stockpile which, of 


course, has not been successful, and that, too, as a matter 6f fact, is 
information available here. 
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Now, in your comparisons, which were very broad and sweeping, 
you compared the handmade cigar and that it went out of business. 
‘All I may say in that regard, and you may say anything else that you 
care to, the handmade cigar probably went out from domestic com- 
petition ; did it not ? - 

Mr. Tarr. That is what I said. I said domestic competition could 
probable drive a business out just as fast and just as completely as 
foreign competition, and did it much more frequently. 

Senator Matonr. But no one objects—that is to say, we growl a 
little bit about it but does anyone really object to domestic competi- 
tion officially ¢ 

Mr. Tarr. I think the Senator had better read all of the articles 
that appeared on the situation in Amsterdam, N. Y., with the Bigelow- 
Sanford Carpet Mills. 

Senator Matonr. I understand we bellyache a good deal. 

Mr. Tarr. Well, this went. to the Governor of New York and it 
went to various kinds of Federal agencies that were concerned about 
the employment end there. 

Senator Matonr. There has been nothing come before this com- 
mittee, that I remember, in 9 years. They may talk about it, but 
they don’t object to it on that basis. 

Mr. Tarr. They do not object. to it here, Senator, because it is not 
involved in what they have here ordinarily. When it is, they cer- 
tainly object. 

Senator Matonr. What I am trying to say is this: The policy of 
the regulations put down in this Congress to its agent, the Tariff Com- 
mission, up until and including 1930, was always based on evening 
the cost of production. 

That is to say, on the basis of fair and reasonable competition, and 
no thought was ever taken by Congress—which, of course, as you 
pointed out, is prohibited by the Constitution from trying to keep 
anyone in business where the domestic competition is too tough for 
him. Weare talking here altogether about foreign competition with 
lower cost. production, are we not? 

Mr. Tarr. Yes, that is what we are talking about here, but your 
statement is pretty broad as to other situations. The coal acts of the 
wartime period came pretty close to doing some of them. 

Senator Martone. Well, I come back to the coal industry. 

Mr, Tarr. And I would say that some of the agricultural provi- 
sions do something like that. I think those are both special cases so 
I am not saying I am against them. 

Senator Martone. No coal industry or no coal official has com- 
plained to me that they have been run out by the domestic production 
of oil. They have complained bitterly here that they have been cur- 
tailed by imports of lower-cost petroleum. 

Mr. Tarr. That is exactly what. I am complaining about, Senator, 
because at the most only 11 million tons out of 155 million tons 
that coal lost is due to imports. The rest of it is due to domestic 
competition from oil or gas. 

Senator Matonr. It would be a matter of individual judgment, 
then, but when you say that you are simply saying that if you con- 
sider a lower duty does deprive certain jobs here—workingmen of 

59884—55—pt. 332 
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jobs or investors of their investment—if it is not too great it does not 
matter, that is about what you are saying. 

Mr. Tarr. No, I didn’t say that. I said you have to balance the 
favorable items with the unfavorable that have been directly con- 
cerned. 

Senator Matonr. Well, you are in favor of that knowledge alone 
with the President? 

Mr. Tarr. Exactly. . 

Senator Martone. He can better judge, even though it results in 
unemployment, if it results in an overall good to the United States 
of America. 

Mr. Tart. Yes, and I am talking about overall domestic economic 
good, not just foreign relations. 

Senator Matong. Now, you will probably be interested to know 
that Mr. Dulles agrees with you. He says, for example, in direct 
answer to a question on the escape clause, that, “Could we operate this 
law without any injury to American industry?” 

I do not believe we can operate the law without injury to some American 
industry. 

That is what he says and to that you agree? 

Mr. Tart. Yes, sir. 

Senator Martone. He says further: 

I do recognize that competition, whether it is domestic or foreign, does injure, 
and it injures the weaker and less economical units in the industries. 

You agree with that? 

Mr. Tart. Yes, sir. 


Senator Matonz. He also says: 


I do not think you can have imports without some damage, and if you realize 
that, you will not have imports or tariff reductions, and if there is any damage 
to anybody, then I think the 1934 Trade Agreements Act becomes automatically 
unworkable. 


Do you agree? 

Mr. Tarr. Yes, sir. 

Senator Mavone. That isall, Mr. Chairman. 

Senator Miirgr. Mr. Barkley. 

Senator Barker. Mr. Taft, you have been very patient, and of 
course I will make my few questions very brief. 

We have been speaking here today about zinc and lead. Do you 
know to what extent we are self-sufficient in the production of both of 
those commodities ? 

Mr. Tarr. Well, we are not, sir. 

Senator Murr. Mr. Taft, I felt like asking you several times 
whether you understood you can be seated ? 

Mr. Tarr. Yes, I understand that, Senator. Perhaps it is because 
it is a little disadvantage being kind of low, Senator, when you fel- 
lows are up higher. Thank you very much for your consideration. 

It may be that at a very high price you could produce all the lead and 
zinc that we used in the United States. I don't think that that is 
true, however, even there. And certainly if you are going to take the 
lead and zine which is most readily available then a certain substan- 
tial amount has to come from outside the United States. 
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From a national defense standpoint I have said before, and I would 
repeat it here, that lead and zinc that comes from Canada and Mexico 
is just as available as if it were in the United States. 

If it has to come across water it is, of course, subject to submarines 
and if it has to come across the Atlantic or the Pacific then you may be 
in a very serious situation. So that I would certainly be in favor of 
making sure that you could get just as much as possible from the areas 
that are not subject to attack in the event of war. 

But I don’t think that you can approach the domestic lead and zine 
industry on the basis that all lead and zinc is to be considered as part 
of our current use, when some of it is certainly very high cost. 

Now, where that line should be drawn is a very difficult question to 
decide.: The Senator has suggested just now that a price of 16 cents a 
pound was about right. I assume he means for each kind of com- 
modities, in which it case it would mean, say, 32 cents for both. They 
usually talk about it in terms of a combination of two prices. 

Senator Barkiey. They rather go along together. 

Mr. Tarr. Exactly. And sometimes high cost of one may be pro- 
duced with low cost of the other and, of course, that makes it some- 
thing desirable to get out. Where that line should be drawn I am 
frankly not sure. There has been talk, I know, of a combined price 
of 28 cents. We are up now—lI think the Senator can perhaps correct 
me—to about 253, or 26 for combined prices. I think it is something 
like that. 

That is a line that is hard to draw and I wouldn’t want to draw it. 
I think it ought to be drawn by the national defense authorities. 

Senator Barxiry. That was the next question. Not only in regard 
to these products, but in any product where we do not produce as much 
as we consume and we have to rely on imports either in time of war or 
in normal circumstances for a substantial part of our domestic 
consumption. 

Is it possible to draw a line by legislation in a sort of legislative 
straitjacket so as to attempt to draw that line and say how much 
can come in or is it wiser to leave that to an executive board created by 
Congress or authorized by Congress to deal with it in a flexible way? 

Mr. Tarr. I would say that that ought to be done. 

Now, I would certainly agree that the Congress ought to set up the 
standard to just the extent that they can. 

Senator Maronr. Senator Barkley, will you permit me to make a 
brief interruption ? 

I think one thing you have got to keep in mind is that mining is not 
a static business, 

Mr, Tarr. Senator, I understand that and that is one of the reasons 
va it is very difficult to fix that line. I agree with you. 

enator Maroner. They have got to put out a price that keeps your 
exploration going. The exploration oF little fellows often leads to big 
results. That must be kept in mind. You can’t base this whole thing 
on what the result is for a big fellow. 

Mr. Tart. I agree with that, Senator, and of course the increase in 


the tariff gives an awfully nice profit to some of the big fellows. 
Senator Matong. My State is full of collapsed little fellows. They 

would require a larger price than the big fellow would require, but 

within reasonable limits I think that price should be available because 
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you have got to keep your operation going if you have available 
resources, 

Mr. Tarr. Senator, I would like to call your attention to the fact 
that there has gone on a very substantial amount of the exploration 
under Government loan under the act authorized by Congress. 

Senator Matone. I would say it is immaterial, at least so far as my 
State is concerned. My State is full of collapsed mines of lead and 
zinc. Whole towns are ghost towns that sits be thriving mining 
enterprise towns. 

Mr. Tarr. The second largest contract, for $1,058,000, has just been 
executed by the Defense Minerals Exploration Administration to ex- 
plore for lead, zine, and copper in Idaho. If the Senator doesn’t mind 
I would like to put this table in the record showing applications for 
Federal assistance loans made by the lead and zinc mining industry. 

Senator Martone. I wish you would put it in. 

C The table referred to follows :) 


Apenener ts total numbers for lead and zinc 
Lead-zine 
Total = |-——---—_—_—- 
number Pereent of 











Applications 
: xecuted _- 

Value of contracts (millions ¢ ‘of (dollars) 
Successful projects to date - - oa 





Further, a recent release of the lending agency, the Defense Minerals Explora- 
tion Administration, states that its second largest contract has just been 
executed for $1,058,000 to explore for lead-zine-copper in Idaho. 


EMPLOYMENT 


At the close of 1953 employment in lead-zinc mining and milling stood at 
14,700, down from 1962 peak of 22,000. I take it figures are available which 
can show the importance of this decline relative to employment afforded by our 
export industries. 

Further, the proposed tariff would add competitive disadvantage to our lead 
and zinc smelting industries which depend on imports for large parts of their 
supplies of ore coneentrates. 





1954 figures 





Domestic mine production 
Ore imports. . _ . 


Total. ._.-. 
Percentage imports, total 





Primary smelters of lead-zinc employ some 17,500. Should their livelihood be 
compromised for that of 20,000 miners? 


PROPOSED 3-CENT TARIFF 


The proposed tariff would be aimed at commodities which now earn for our 
friends and neighbors about $250 million a year. It would add a competitive 
burden of $35 million a year to our lead and zinc smelting industries, raise the 
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cost of lead and zine to primary. domestic -manufacturers;by-$125. million a year, 
and create large windfall profits te low-cost domestic mines. At the same time 
it would be almost-completely ineffective in helping those marginal mines whose 
cause has been so eloquently pled before the Senate Finance Committee. Market- 
ing charges would absorb at least half of the 3 cents before it reached the mines, 
yielding to them about 144 cents a pound of metal content of ores. In most cases 
this would be insufficient to cause them to reopen. 
Senator Barxiry. We have a situation, of course, in my State, in- 
volving two equations. 
One, is the fluorspar. It is used in connection with steel. For a long 
time the mines in west Kentucky and southern Illinois supplied fluor- 
spar which industries in this country used. Additional flourspar mines 
have been developed ont in Utah and Colorado and also fluorspar is 
being brought into the United States from Mexico, to the extent that 
even the United States Steel Corp., which has a fluorspar mine in Ken- 
tucky, has closed it down so that it is not even being run now as a cap- 
tive mine, because it can supply fluorspar cheaper because of these de- 
velopments in the West and be ‘ause of the importations. 
So that the fluorspar business in west Kentucky and southern [hi- 
nois is almost completely closed down. 
Now, I do not know how you can deal with that situation, unless you 
put a quota on the importation or unless you put the tariff so high that 
it cannot get in at all. Would you mind commenting on that situation, 
for a mimute? 
Mr. Tart. I was looking up here, Senator, the fluorspar applica- 
tions under the escape clauses. I believe this is one which was dis- 
missed November 23, 1953. The grounds I am sorry I do not know. 
[ just read that there had been such a proceeding. There was an appli- 
cation for an inerease, I think, which was denied by the Commission 
and rejected. This purports that it was dismissed by the Commission 
at the applicant’s request. I don’t know what was involved in that. 
Senator Mriirin. Senator Barkley, I think the Tariff Commis- 
sion is considering the matter right now and has investigators on the 
ground to see what is going on. 
Mr. Tarr. Senator, this is still the same question of the relatively 
high cost versus low cost and the extent to which you wish to protect 
the high-cost producers in the United States, and you have to get 
some line of price which brings it out. As I say, this is a terribly 
difficult item. f 
Senator Barkury. It is a very difficult and acute and embarrassing 
problem that faces us that we have to deal with. 
Mr. Tarr. I realize that. I am afraid I can’t give you more light 
on that. 
Senator Barkiey. Let me ask you about the oil and coal situation 
in which we are concerned, also. We have great unemployment in 
the coal regions of Kentucky, West Virginia, and Pennsylvania, and 
some in Ohio and other places. 
Mr. Tarr. Definitely in Ohio, Senator. 
Senator Barker. Definitely in Ohio. 
_ Now, 7 years ago we produced practically 600: million tons of coal 
in this country, a little over 600 million, including both anthracite 
and bituminous. We are now producing a little over 400 million 
tons. ‘There has been a drop of a little over 200 million tons. ; 

_You stated that the importation of residual oil only involved the 
displacement of about 11 million tons. 
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Mr. Tarr. Since 1947, which was the peak, Senator. 

Senator Barxiey. I am informed that it takes 414 barrels of oil 
to equal 1 ton of coal; is that about right ? 

Mr. Tarr. I cannot tell you that for sure. Someone else has figured 
the equivalent oil-coal ratio, and I have simply given the result. 

Senator Barxiry. Well, whatever it is, you arrived at the result by 
dividing the number of barrels of oil that goes into a ton of coal into 
the total amount of imports, and you get whatever it is. 

Mr. Tarr. That is right. 

Senator Barkiey. You say it is 11 million. 

Mr. Tarr. I say it is 11 million. I want to say that the figures 
Mr. Kelly put into the record, and I think also into the Congressional 
Record, seemed on the surface to be inconsistent with my figures. 
There has been an increase in importation of residual] oil and a de- 
crease in domestic production of residual oil. The figures I have 
given are the net increase in the use of residual oil, no matter what 
the source of it was. The total effect of the increased use of residual 
oil, and this is mostly on the east coast, on the use of coal has been 
the figures that I gave. 

Senator Barxiey. The residual is the oil that constitutes a residue 
after it has gone through ordinary processes ? 

Mr. Tarr. Well, that implies it is a waste product. Actually the 
new cracking systems have made it possible to dis of almost the 
entire crude so that some of the refineries in the United States leave 
virtually no heavy fuel oil at all. I think the percentage of residual 
yield is down to about 15 percent. When you have a crude oil that 
has more asphalt in it, that normally produces more heavy fuel oil, 
and the Venezuela crude oils are of that type. 

There also is the question of the cost. These refineries that now 
have no heavy fuel oil have found it profitable, on account of the price 
or whatever the market situation is, to produce gasoline or other 
refined products ahead of fuel oil, so that there has been an increase 
= a that balanced a reduction in domestic production of residual 

uel oil. 

Senator Barxiey. There is widespread opinion in this coal region 
that the decline in the coal industry and the decline in employment is 
almost altogether due to the importation of residual oil. 

Mr. Tarr. I realize that, Senator, and it is a very hard thing to 
meet. 

Senator Barxey. It is very important to get the real facts because 
you cannot do anybody justice here nor anywhere else without getting 
the real facts about it, but they are a little difficult to get. 

Mr. Tarr. That is right. There are two considerations here. 
There has been definitely a substantial increase in the productivity of 
the coal producers. I did not happen to see it but I base been told, 
and I suppose a number of you have seen, the Readers Digest article 
which showed the huge cutter that goes against the face of the seam 
which has been put to use in the United States. There are no doubt 
other technological improvements. These developments have in- 
creased production per man in the mines. 

You also have san waning which has certainly come up very 
much in the last 5 or 6 years. I understand that strip-mining accounts 
for 25 percent of total production of bituminous coal. Certainly that 
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again is a type of technological change and the figures that I have 
would indicate that out of perhaps a hundred fifty- or a hundred sixty- 
thousand coal miners who are out of work or have been out of work a 
good eighty thousand, more than half, are due clearly to technological 
changes of these kinds and that has nothing to do with imports at all. 

When you come to the loss of coal markets the facts are that diesel- 
ization of railroads is the largest single displacer of coal miners. 
That accounts, in the 7-year period that we are talking about, for 
82 million tons. That is almost eight times the amount that has been 
affected by residual fuel oil. You have, going to natural gas and 
light fuel oil in homes, about 38 million tons. You have losses in 
exports that run to about 35 million tons and last year this was another 
4 million that was lost in shipments just to Canada. 

As I suggested in my testimony this is due in considerable part to 
the dieselization of the Canadian railroads so that to insist that this 
heavy fuel oil is the sole or even a significant cause of coal’s difficulties 
is a total misrepresentation of the facts. 

Now, residual oil does have something to do with it, to be sure, but, 

on the other hand, I would have to point out to the Senator that the 
yeople that use it are certainly insistent on having it. The New Eng- 
and Governors, every single one of them, passed a resolution just 
yesterday in which they opposed the Neeley amendment on this 
ground, hesioee they use heavy fuel oil and they want to keep on 
using heavy fuel oil. This is not altogether a question of price 
because the price ups and downs of fuel oil and of coal in New York 
Harbor, which is as good a test as any, I - ose, show that in this 
same period of about 7 years that the cost of fuel oil has gone below 
that of coal for only about a 20-month period. That is less than 2 
years out of the whole 7. 

And for quite a period it has been fairly substantially above. This 
is on an equivalent heat basis again. 

But I do not know how you get this word to the miners because 
certainly it is very, very difficult to get the facts stated fully without 
getting your head beat in. 

Senator Barxiey. Have any of the railroads that haul coal diesel- 
ized their engines ¢ 

Mr. Tart, I think all of them except the Norfolk & Western, so that 
they had better talk to some of the other boys that are coming here 
and backing them up about what they would do about that. They 
don’t really try that. 

Senator Barxiey. How much of this residual oil that comes in here 
comes from Venezuela ? 

Mr. Tarr. About 97 percent in 1953. I haven’t checked on it 
recently. 

Senator Barkiey. What do we sell to them? 

Mr. Tarr. Almost every conceivable kind of goods which come from 
30 to 40 States, and cover about everything. I can cite firms around 
Cincinnati, the people that I call on, the Proctor & Gamble people, 
the American Laundry Machinery Co., the National Cash ister, 
and Armco Steel, and further up, Buckeye Incubator. I could go on 
for quite some _— 

There is quite a lot of cotton cloth, incidentally. 

Senator Barxtzy. Do we sell them more than we buy? 
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Mr. Tarr. Of course, it has to balance out over the long run, We 
sell them about $500 million worth of merchandise. And we sell 
them about $500 million worth of services beside the goods. Their 
dollars were earned, about 80 percent from oil, divided almost equally 
between residual and crude. The residual—I am counting in that— 
the residual was refined from Venezuela crude oil mostly in Aruba 
and Curacao, the Dutch West Indies, because it is just on the way 
through to the United States markets. 

Senator Barkiey. It may not be proper for you to go into the 
political implications involved. Venezuela is one of our best friends 
in Latin America, politically and economically. 

Mr. Tarr. Our second largest customer in the Western Hemisphere. 

Senator Barkiey. Yes; next to Canada. 

Mr. Tarr. That is right. 

Senator Barkxtry. If this amendment or any amendment undertak- 
ing to restrict the importation of this particular commodity into the 
United States should be adopted, would you feel at liberty to com- 
ment or express an opinion as to what effect it would have not only 
on the economic relationships between Venezuela and the United 
States but upon her local economic and political institutions ? 

Mr. Tarr. Well, Senator, it would certainly be very serious. And 
in the case of Venezuela perhaps, would be the one case that I know 
of where the general rates of pay—what you might call the standard 
of living, if you want to put it that way—are as high or higher than 
in the United States. You can’t say that about any other country that 
I know of. 

That is why I mentioned it as the only one that would not be shut 
off by the Capehart amendment. And I think the committee heard 
tepresentative Curtis of Missouri, if I am not mistaken—TI talked to 
him at some length about his idea that our trade is to be encouraged 
and promoted, particularly where it is beneficial to the general level 
of the population. And I know that he is entirely satisfied from his 
investigations that this is true in Venezuela, it is not just a few rich 
people that tuck it away, or American companies; this money goes 
to the people actually living there. 

The effect—and for that reason, the effect—on the economy of 
Venezuela, and therefore on the general relationship with the Latin- 
American countries, would be very serious. 

Senator Barxiey. I am asking you these questions because I was 
unable to be present when many of the oil people were on the stand. 

Mr. Tarr. I haven’t read their testimony. 

Senator Barker. This is purely in the interest of seeking informa- 
tion. 

That is all Mr. Chairman. 

Senator Mmuixr. Anything further, Senator? 

Senator Kerr. No. 

The Cuarrman. Mr. Walter C. Ploeser, president of the Mississippi 
Valley Association, who was scheduled to appear this morning, 1s 
unable to po apo I understand his statement is to be presented 


by Mr. E. W. Rising. Mr. Rising, will you come forward and take 
the stand? 
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STATEMENT OF WALTER C. PLOESER, PRESIDENT, MISSISSIPPI 
VALLEY ASSOCIATION 


Mr. Risine. At the 36th annual meeting of the Mississippi Valley 
Association, February 7 and 8, 1956, delegates unanimously adopted 
the following vepebaldele on world trade: 


Because the navigation interests of the Mississippi Valley depend, for their 
profitable operations, upon a high level of world trade, and because this type of 
traflic is an important segment of their tonnage, we recommend to the Congress 
of the United States the approval of the Presidents recommendation for a 
liberal foreign trade policy as embodied in H. R. 1, now under consideration 
by the Congress. 

The delegates came from 30 States and the District of Columbia 
but were largely from the 23 Midcontinent States that drain into the 
Mississippi River. Generally speaking, the group came from that 
area of the United States lying between the Appalachian Mountains 
and the Rocky Mountains and ‘from the Canadian border to the Gulf 
of Mexico. 

Through the years of our existence the Mississippi Valley Associa- 
tion has looked upon the development of world trade as an important 
factor contributing to the growth of the United States. We have 
also seen the absolute necessity of world trade because we come from a 
surplus producing area. To maintain our present high standard 
of living we must sell abroad. We produce more farm products and 
ore produe ts of industry than can possibly be consumed in our own 
aurea. 

Our very existence depends upon trade, both export and import, 
with foreign countries. 

Our members are not thinking of any one industry or any one area 
of our country, The membership is broadly based, representing all 
walks of economic life and our interests are as diversified as are the 
interests of America, 

The common interest that holds our members of the association 
together is their aim to see the Midcontinent area grow. Ours is 
the world’s greatest and most productive valley. Our progress 
spells vital progress for all of the United States. 

There are about a half million automobile workers in Ohio, Indiana, 
and Michigan, and many others in Dlinois, Wisconsin, and Missouri. 
One passenger car and truck out of every 20 that come off the assembly 
line in America annually goes to a foreign country. Altogether be- 
tween 250 and 300 materials from 60 foreign countries go into the 
manufacture of these automobiles and trucks. 

More than 11 million pounds of processed milk left Wisconsin, 
Illinois, and Missouri farms and traveled across ocean trade routes 
last year. Cuba and the Philippines imported the bulk of this 

amount, buying almost all of the evaporated and condensed milk 
shipped ¢ abroad by United States farmers. 

Our studies show that the value of American agricultural exports 
since the year 1945 has equalled each year about one-eighth of our 
annual cash farm income. These exports account for the disposition 
of the commodities produced on over 40 million American farm acres 
this year. This means that one-tenth of our croplands—1 acre in 
every l(-—is producing for foreign consumption. 
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A large part of the 1,750 million pounds of rice which this country 
exports annually comes out of Louisiana and Arkansas. There are 
over 8,000 farms in the 2 States alone which produce the crop. A 
substantial portion of the 300 million bushels of wheat expo each 
year by the United States comes out of the northern part of our 
valley. Missouri, Iowa, Illinois, Ohio, and Indiana taken together 
produce soybeans on hundreds of thousands of farms, contributing to 
the 40 million bushels of soybeans that are shipped each year to 
foreign markets. 

Most of the 3 million bales of cotton shipped abroad annually 
come from the Southern States of our valley. Kentucky alone has 
100,000 farms contributing to our annual tobacco crop, about one- 
fourth of which ends up in foreign markets. 

The turpentine and resin we produce in Mississippi, the petroleum 
products we refine in Louisiana and in Arkansas, the sulfur which 
is extracted in the gulf area, our agricultural machinery plants all 
depend in a significant way on our export markets. 

Many of these products that we are discussing here today are heavy 
bulk commodities and lend themselves to inland water transportation. 
The mere fact that we have low-cost inland waterway transporta- 
tion to the gulf makes it possible to profitably export many of these 
commodities. 

The life of the midcontinent area depends heavily on imports as 
well. Much of this traffic finds its way to the gulf ports and from 
there up the inland waterways, or over the rails, or the highways to 
the factories and warehouses of the midcontinent. This is the kind of 
traffic which has provided the backbone to the growth of our mid- 
continent transportation system. As an example, wool is being im- 
ported by water from Australia to Greenville, Miss. This wool is 
there converted into carpets and shipped all over the world. 

When the Mississippi Valley Association was organized in 1919 
there was not 100 miles of continuous river channel in the Mississippi 
River system above Vicksburg that was navigable at 9-foot depth the 
year around. Today there are approximately 7,000 miles, with several 
extensions authorized by Congress and now under construction, 

In 1919 there was no common or contract carrier for hire operatin 
on the Mississippi River system except the Federal Barge Line, whic 
had been started as a World War I emergency service. Today more 
than a hundred privately owned and operated common and contract 
carriers for hire serve shippers and the Federal Barge Line is now 
privately owned. 

In 1919 there were no privately owned and operated American- 
flag merchant marine services operating out of our gulf ports. Today 
there are many excellent merchant marine services under the Ameri- 
can flag sailing from gulf ports to practically all the world. 

The Mississippi Valley Association is not suggesting that if the 
Congress should fail to pass H. R. 1 that all of America’s export and 
import business would disappear overnight. But I also do not believe 
that the passage of H. R. 1 and the continuation of the 20-year-old 
trade-agreements pro for 3 more years, with the limited au- 
thority to reduce tariffs further, will destroy any American industries 
overnight. The effects of the failure to pass H. R. 1 would be much 
more gradual. 
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If H. R. 1 is not enacted, the President’s authority to negotiate 
reciprocal trade agreements with other countries will expire next June 
12. This does not mean that the agreements themselves will expire; 
for a while, at any rate, I suppose they will continue. But the other 
countries of the world will be given clear notice; they will know 
that from that point of time on the United States tariff will be able to 
go in only one direction—up. And they will understand that the oper- 
ation of the escape clause plus the usual mortality that takes place in 
agreements over the course of time will be bound to cause these 
tariffs to go up. 

In these circumstances, it does not take a seer to foretell what. will 
happen. The United Kingdom, for instance, will very likely begin 
encouraging new sterling area sources to substitute for the cotton, 
tobacco, wood products, rice, wheat, and lard she has been getting 
from dollar sources. The ground we gained in the past year or two, 
as the United Kingdom relaxed its import restrictions on dollar 
products of this sort, will be lost again. apenas that country 
and other countries like it—Germany, Holland, Belgium, Sweden, 
and others—will begin rebuilding the import restrictions they have 
been steadily dismantling since 1952. 

The trade of Latin-American countries will also tend to reorient 
itself over time. If other countries must trade less with the United 
States, they will find the means of trading more with one another. 
Many of the raw materials of Latin America which used to move 
toward the United States will begin to move toward Western Europe. 
And gradually the Mississippi Valley and the other areas which rely 
on import and export markets will find hard times and lower prices 
closing in on them. 

But the Mississippi Valley Association’s interests do not stop at 
the boundaries of the valley. We are Americans first of all and our 
lives are bound up in the larger trends of American life. 

As Americans, we are aware that the world is shrinking quickly 
all around us, and that 3,000 miles or more of ocean scarcely has 
meaning any longer as a natural barrier. We are part of this shrink- 
ing world and we have no real choice but to learn to live in it. 

We dare not fool ourselves into thinking that we are strong enough 
or smart enough to live without the rest of the world. If we do, the 
world will pass us by. The rich resources being developed in the far 
corners of the earth—the oil, the minerals, the fibers—will be denied 
to us as our own grow more and more costly. The growing markets 
of the new, developing countries which once were stagnant will be 
denied to us as well. The joint strength we in the free world have 
against communism by pooling our resources will be diluted. The de- 
feat of H. R. 1 will not be the real question. It could well be that 
the critical questions will be whether this weakening amendment or 
that ought to be adopted. If that proves to be the issue, the position 
of our association is clear. The Mississippi Valley Association is for 
H. R. 1 as it stands. 

It is already the product of years of compromise, years of creating 
safeguards, and safeguards upon safeguards. We are prepared to 
place our trust in the administration to administer the bill, as it stands, 
in the interests of our Nation as a whole. If the President is hobbled 
any further in his operations under the bill, there may be real doubts 
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at home and abroad whether what is left can really contribute in any 
way to the development of world trade. 

The Cramman. Thank you, Mr. Rising. I am sorry that Mr. 
Ploeser was unable to be present this morning but you may. assure 
him that his views will be given full consideration. 

The next witness is Mr. James H. Casey, Jr. Mr. Casey, will you 
take the stand? 


STATEMENT OF JAMES H. CASEY, JR., IN BEHALF OF THE NATIONAL 
ASSOCIATION OF LEATHER GLOVE MANUFACTURERS, INC., AND 
AMERICAN FABRIC GLOVE ASSOCIATES 


Mr. Casey. I represent the National Association of Leather Glove 
Manufacturers, Inc., and the American Fabric Glove Associates; and 
both stand firmly opposed to H. R. 1. The labor unions representing 
the workers in the industry join with us in opposition to this bill. 

We have on many occasions brought to the attention of the Con- 
gress, the United States Tariff Commission, and the CRI the problem 
of the leather and fabric glove industry, and our problems in the 
field of foreign trade are no different today than they have been in 
the past. If a change has occurred, it is in competition; and that is 
becoming more intense. 

A new country has entered our market and during the last few years 
has been able to drive out all other countries—I am referring to Japan. 
Its devastating competition can only leave in its path a profitless in- 
dustry, unemployment, and satisfaction for on one. 

In Geneva they are now considering further tariff reductions on 
fabric gloves to Japan. After having given to this country the bet- 
ter portion of our synthetic glove market, they now want to reduce 
rates on our cotton gloves, although Japan is already supplying 40 
percent of this market. This is going on while you are considering 
additional reduction under H. R. 1. This reduction can only make 
competition worse, and is comparable to our asking you Senators to 
compete salarywise with dollar-a-year men. 

In our leather-glove industry, every skin used in the manufacture of 
a dress glove is imported and 40 percent of our glove market is sup- 
plied by imports. I would say this is a generous contribution to world 
trade, and no more should be asked. But this is not all—France re- 
hates certain social taxes to its glove manufacturers, and Germany 
guarantees to its importers a profit regardless of prices quoted. 
Every other country has some form of help for its manufacturers. All 
this goes on while we cannot export one pair of gloves because of em- 
bargoes and restrictions. 

Gentlemen, if any place were left for industry to go to present its 
problem, we certainly would not be asking for your time; but there is 
no place left. The State Department is in control; and, to say the 
least, they do have a sympathetic understanding because: someone 
there is considering a “dole” for American workers displaced by un- 
~~ Japanese workers. It gives you a feeling of nausea to hear 
such talk, yet we must admit it exists because several bills have been 
introduced for just that purpose. 

‘There is, of course, an answer to all this and that is to strip some of 
the powers of the State Department and return to the Con the 
duty of developing a foreign-trade program. This might y gue 
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in the passing out of a few pink slips—reduction in force—and give 
to those who advocate a dole a chance to try it out by actual experience. 

Mr. Taft, who testified earlier in the day, took it upon imself, as 
spokesman for the administration, to snipe at the testimony of vari- 
ous witnesses, and brands as culprits those who disagree with him and 
his free trade policy, while not offering one progressive thought. 

Has the thought been offered that, if we are going to have foreign 
countries on our backs for years to come, the burden of their support 
should be on all and not just a few American industries? Does Mr. 
Taft or anyone else believe that displacing an American worker with 
one in a foreign country working for one-fourth of our wages adds 
anything to domestic or foreign commerce? We must keep in mind 
that our employed citizens are the best prospects for American prod- 
ucts. 

The wolf ery of communism goes wp that, if. we do not give foreign 
workers a bigger bite of our domestic market, they will go Commun- 
istic. Has any thought been given to our domestic worker who finds 
that under our system of Government he loses his job to a low-wage 
producer and, at the same time, learns that Congress has increased the 
minimum wage for his job, which no longer exists? What political 
vhilosophy will this man adopt in the future ? 

Most of the world wants something—in fact, food and clothing are 
needed in inexhaustible amounts. We, with our abundance, do not 
need these things. Is it asking too much of our State Department, 
with their vast experience in solving the problems of the world, to 
help develop trade among nations which have the things each other 
wants ? 

Members of the Senate, most manufacturers would like to get on 
with their business and to set up long-range programs; but with the 
confusion that exists over these trade agreements and possible con- 
gressional action there is little incentive left other than to try to plan 
on a day-to-day basis. 

In conclusion we stand opposed to H. R. 1 as written and recom- 
mend an extension of the Trade Agreement Act for 2 years, give no 
permission to the President or anyone else to reduce tariff rates for 
that period of time. However, if such should be considered, all reduc- 
tions be based on rate existing as of January 1, 1955, tighten the 
escape clause, and permit the President to overrule the Tariff Com- 
mission only when national emergency exists. 

Further, that the Tariff Commission must determine that imports 
are injurious when shown even though there may ‘be other factors 
adversely affecting the domestic industry. 

The CHarmman. Thank you very much, Mr. Casey. It was a 
pleasure to receive your views. 

Mr. J. D. Zellerbach. Mr. Zellerbach, will you take the stand? 


STATEMENT BY J. D. ZELLERBACH, PRESIDENT OF CROWN-ZELLER- 


BACH CORP., ON H. R. 1 (TRADE AGREEMENTS EXTENSION ACT 
OF 1955) 


Mr. Zetiersacn. Mr, Chairman, members of the Senate Finance 
Committee, my name is J. D, Zellerbach. I am president of Crown 
Zellerbach-Corp., the second largest company in the paper and pulp 
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industry. Our headquarters are in San Francisco. We manufacture 
forest products both in the United States and Canada. We sell pri- 
marily in the United States, but we also export to some 30 foreign 
countries. 

I have been concerned with foreign-trade matters as a Government 
official as well as an industrialist. I was United States employer dele- 
gate and vice chairman of the governing body of the International 
Labor Organization from 1945 to 1948; Chief of the Economic Coop- 
eration Administration Special Mission to Italy from 1948 to 1950; 
and Alternate United States Delegate to the United Nations General 
Assembly in 1953. 

I am also a member of the board of directors of the Committee for 
a National Trade Policy. 

In hopes of contributing to the work of the committee I have pre- 

ared the following statement of my reasons for supporting H. R. 1: 
First, from the viewpoint of an industrialist; and second, from the 
viewpoint of a former Government official. 

As an industrialist I respectfully urge adoption of the Trade Agree- 
ments Extension Act of 1955—to further invigorate and strengthen 
our Own economy. 

The American paper industry, in my judgment, has an important 
stake in freer world trade. Our industry sells paper and other forest 
products to everybody—manufacturers, farmers, publishers, house- 
wives. Accordingly, our industry can prosper only as part of a 
dynamic and expanding American economy. This, in turn, requires 
a dynamic and expanding free world economy. Neither the American 
paper industry nor the American economy can be an island of pros- 
perity in a sea of economic distress. 

Our industry, like all segments of the American economy, learned 
this the hard way during the depression of the 1930’s. When the 
general economic situation contracts, both here and abroad, our sales 
fall, our productive facilities become idle, unemployment mounts, 
and some companies go out of business. On the other hand, when the 

eneral economic situation expands, both here and abroad, all of us 
o well, 

Since World War IT, the American paper industry has been doing 
well—our production has increased about 40 percent ; profits and wages 
have also climbed. This growth took place as tariffs dropped, as 
imports and exports increased, and as the free world operated at 
high levels of economic activity. Fundamentally, our industry pros- 
pered because the American economy and the free world economy were 
expanding. 

Poter world trade can contribute in important ways to the further 
expansion of the American economy within an expanding free world 
economy. Freer world trade will promote the most economical use 
of our own resources by enabling us to concentrate on producing the 
things we make most efficiently, and using part of our efficient pro- 
duction to trade for things which others can make more efficiently 
than we can. This means that all of us can buy and sell on more 
advantageous terms than we do today. Thus, freer world trade not 
only increases our economic efficiency, it also raises our standard of 
living by making the consumer’s dollar go farther. 

Protective tariffs interfere with this natural economic adjustment 
and they have become a drag on our economic development. I say 
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this as a former protectionist who has learned better. As both an 
industrialist and a consumer, I believe it is economically wasteful to 
pay artificially high prices for goods because the tariff is shieldin 
some comparatively inefficient American producers. A1l of us a 
be better off if we paid lower prices for the more efficiently produced 
foreign goods—and if the American labor and capital now involved 
in comparatively inefficient operations were devoted to producing some 
of the many things we can make more efficiently than others. 
Protective tariffs also jeopardize American exports. We cannot 
continue to export some $17 million annually in commercial goods and 
services unless foreign customers can pay for them with dollars 
earned through increased sales to us. When our tariffs deny for- 
eigners a fair chance to sell in our market, they inevitably deny our 
manufacturers and farmers a fair chance to sell in foreign markets. 
American exports have become quite important to our economy and 
to the paper industry as well. More than 3 million Americans, includ- 
ing some 10 pore of the ym industry’s employees, owe their jobs to 
exports. Many sectors of American manufacturing and agriculture 
sell a large part of their output abroad. All these people, manufac- 
turers, farmers, and wage-earners, are important customers of the 
paper industry. The level of their exports and the size of their pay 
checks make a considerable difference in the amount of paper they 
buy. 
This means that the American paper industry has a greater stake 
in American exports than has generally been appreciated. That stake 
is not limited to the industry’s direct exports of some $200 million 
annually. It also encompasses the indirect exports occurring through 
the paper industry’s sales to American producers who, in turn, export. 
A Department of Commerce study shows that in 1947, for example, 
each million dollars of motor vehicle deliveries required production 
valued at $3,600 in American pulp mills, $8,500 in our paper and board 
mills, and $10,100 in our converted products plants. On this basis, 
the 1953 American exports of $1.4 billion in motor vehicles required 
production valued at $5 million in our pulp mills, $12 million in our 
paper and board mills, and $14 million in our converted products 
plants. Now if motor vehicles exports were to fall by approximately 
one-half to their 1950 levels our industry’s sales to American motor- 
vehicle producers would also fall, by $2.5 million from our pulp mills, 
by $6 million from our paper and board mills, and by $7 million from 
our converted products plants. 
_ Similar relationships prevail in the case of other American export 
items such as electrical equipment and industrial machinery. ese 
two items, together with motor-vehicle exports, constitute about one- 
uarter of total American merchandise exports. If the exports of 
these three items alone were to drop by one-half, the American paper 
industry’s sales to the domestic manufacturers involved would also 
drop by an estimated $32 million which is roughly equivalent to the 
value of all dutiable imports of paper and paper products. Of course, 
any such shrinkage of American export markets would involve most 
or all of our manufactured and agricultural exports, and the direct 
and indirect losses to our paper industry would be many times the 
value of dutiable paper imports. 
So, the American paper industry has a considerable stake in high 
levels of American exports. High levels of American exports mean 
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substantial sales and profits and jobs to our industry. High levels of 
American exports require increased imports so that foreigners can 
earn enough dollars to buy our exports. Increased imports require 
liberalization of present American trade restrictions. Thus, freer 
world trade is essential to the preservation and growth of the paper 
industry’s domestic markets. 

These benefits far outweigh any conceivable effects on the paper 
industry from lowered tarifts bringing increased foreign competition. 

The prophets of doom in the paper industry have been proved to 
be false prophets, and their number has greatly diminished. The 
record shows that American tariff duties on imported paper and paper 
products have declined by 66 percent from their peak in 1932. Over 
the same period our industry’s output has increased by 233 percent. 
Dutiable imports have increased from only one-half of 1 percent to 
slightly less than 1 percent of comparable domestic production. We 
have become the fifth largest, and third fastest-growing industry in 
the American economy, and we now produce about half of the world’s 
total supply of paper and paperboard. 

Certainly, the American paper industry has not suffered from tariff 
reductions on dutiable imports. Nor is it likely to suffer under the 
further tariff reductions permitted by H. R. 1. The present duties 
on the majority of dutiable paper imports are already at the mini- 
mum rates which would be allowable under H. R. 1. True, duties on 
other items could be slightly reduced, but such imports represent 
only a negligible proportion of domestic output. Indeed, 1 doubt 
that even the complete removal of all tariff duties on paper and paper 
products would have very much effect on domestic paper production. 

The fact is that the American paper industry, with only a few minor 
exceptions, has become so strongly competitive that it is highly im- 
pervious to any foreseeable foreign competition. It has everything 
to gain and virtually nothing to lose by promoting freer world trade 
through H. R. 1 and other measures. 

As a former governmental official, I respectfully urge adoption of 
the Trade Agreements Extension Act to energize the free world’s 
economic strength against Communist imperialism. 

It seems to me that all of us have a vital foreign policy stake in 
freer world trade. We cannot hope to survive as free men unless the 
Communist drive for world domination is checked. We cannot. check 
Communist imperialism without strong allies. And we cannot have 
strong allies over the long haul unless the free world is liberated from 
crippling and divisive trade restrictions. Thus, freer world trade 
would strengthen and cement the free world alliance which protects 
our lives and liberties here at home. 

Our foreign policy efforts to broaden and deepen the free world 
alliance will produce only a glorified Maginot line unless supported 
by real economic strength. We need to put economic muscle behind 
our mutual defense treaties; our allies must have healthy economies 
to be able to resist internal Communist subversion, and to build mili- 
tary defenses against external Communist aggression. 

Yet, the development of such economic strength is presently fettered 
by a jungle of trade restrictions.. Our own trade restrictions handicap 
our allies in developing the very economic strength we are urging 





TRADE AGREEMENTS EXTENSION 1775 


upon them. When we deny our allies a fair chance to produce and sell 
in the world’s largest market, we prevent them from fully utilizing 
their economic resources in the common struggle against communism. 
Thus, our trade policy contravenes our overall foreign policy. 

I have seen our trade restrictions undercut our foreign policy many 
times while representing the United States abroad. During my Mar- 
shall plan experience in Italy, we worked hard to stimulate production 
und exports so that the Italians could earn their way in the world, 
so that. democratic forces could triumph over extremism on both the 
left and the right, so that Italy could contribute troops and weapons 
and bases to the common defense. Yet, shortsighted American trade 
policies many times cut the ground from under our Marshall plan 
efforts. Tariffs were raised to block items like almonds which we had 
urged the Italians to produce for export. Import restrictions were ap- 
plied to other items like cheese which also were important to Italian 
economic recovery. We even went so far as to dump American fruit 
surpluses in Italy’s natural historic markets below both the American 
and Italian market prices. At times, it looked to me as if we were 
engaged more in economic warfare than in economic cooperation with 
people we wanted and needed as allies. 

In the cheese situation, for example, our restrictions cut imports 
by one-third, or some 18 million pounds. This difference of 18 million 
pounds against a total domestic production of 1.2 billion pounds was 
almost infinitesimal so far as American producers were concerned. 
But it made quite a difference to Italy which had derived about 10 
percent of its total earned dollar income from cheese exports to the 
United States. The cheese restrictions were even more difficult to 
understand, since most of the cheeses sent from Italy were of types 
not produced here. 

Similar problems were raised with respect to Tariff Commission 
recommendations on shelled almonds and briar roots—other items 
which ranked among Italy’s best dollar earners. In these and other 
cases, tariff increases to protect American producers from the strictly 
marginal amounts coming in from Italy could have very little impact 
on the total American market, but would have plunged whole areas of 
Italy into serious depression. 

The other side of the picture is that modest tariff reductions on 
items imported from Italy have benefited the Italian producers, the 
whole Italian economy, and even American business. After the 
Annecy tariff negotiations of 1949, American tariff rates on most 
mechanical products were reduced from about 15 to about 12.5 per- 
cent. Qlivetti entered the American market and sold some 10,000 
printing calculators in about 2 years—expanding its factory, employ- 
ing more workers and more than doubling total production. The 
American industry benefited by the competition because the Olivetti 
machines introduced new features which caused our manufacturers to 
improve their products. While Olivetti remains a small factor in the 
total American market, its success has been very significant in Italy 
where unemployment is perhaps the most serious economic problem 
and the greatest spur to the spread of communism. 

Italian expansion in mechanical products makes economic sense 
and it makes political sense. Italy has plenty of labor, much of it 
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highly skilled, but almost no raw materials. Thus it is especially 
adapted for an industry which is characterized by a large input of 
value through labor skills and ‘a relatively small input of ‘raw 
materials, 

Necchi is another example of Italian economic development follow- 
ing the modest American tariff reductions on mechanical products. 
By 1952 Necchi was earning some $6 million annually from its sewing 
machine exports to the United States, which constituted nearly three- 
quarters of its total production. It built a new wing almost as large 
as the original factory and installed modern assembly-line techniques, 
primarily to take care of the American demand. Necchi’s main plant 
in Pavia employs more than 4,500 workers with a high wage scale, 
broad social and fringe benefits, and an enlightened labor relations 
policy. These features were drawn from a firsthand study of Ameri- 
can practices. As a result, the Necchi plant is regarded among the 
workers as a real stronghold against communism. This has certainly 
helped our foreign policy efforts in Italy. Beyond this, Necchi’s im- 
ports by 1952 had created more than 4,000 jobs in the United States. 
Only the machine itself is made in Italy—electric motors are made in 
Wisconsin, wooden cabinets in Mississippi, and the assembly is done 
in New York. 

It seems to me that we have gained ample experience to see the bene- 
fits of a liberalized foreign trade policy, and the disadvantages of a re- 
strictivé foreign trade policy. It is up to the United States to assert its 
leadership now to lead the free world forward to widening markets 
and expanding production or risk the dangers of permitting the free 
world to lapse into the intensified economic nationalism and political 
division which Soviet leaders have hopefully predicted. 

The adoption of a clear-cut policy of tariff liberalization, as the 
President has proposed in H. R. 1, would provide fresh impetus 
toward liberating the free world from crippling economic restrictions. 
It would be a powerful stimulant to other free nations to liberalize 
their own trade policies and move toward currency convertibility. 
We have seldom had the opportunity to accomplish so much at so little 
cost. 

In conclusion, I believe it is in the total national interest for the 
United States to act now to stimulate freer world trade. Freer 
world trade can contribute to the further expansion of the American 
economy within an expanding free world economy. Restricted 
world trade will certainly contribute to economic contraction—both 
at home and abroad. Freer world trade can also contribute to the 
strengthening and solidarity of our free world alliances which shield 
us from war or creeping Communist imperialism. Restricted world 
trade will certainly contribute to the weakening and disruption of 
our alliances, and increase the danger of appeasement and war. 

For these reasons, I urge the Congress to adopt the Trade Agree- 
ments Extension Act of 1955. 

The CHarrman. Thank you very much for your statement. We 
shall review your statement very carefully when H. R. 1 is taken up 
in executive session. 

Mr. Harry A. Moss, Jr., is next on the agenda, I am pleased to 
see you. Won’t you take a seat? 
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STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY, 
AMERICAN KNIT HANDWEAR ASSOCIATION, INC. 


Mr. Moss. The American Knit Handwear Association represents 
the United States manufacturers of gloves, mittens, and glove linings 
which are knit directly from yarn. 

The manufacture of such handwear is separate and distinct from 
any other branch of the glove industry. It is not part of a larger 
segment of the textile or clothing industry. Manufacturers of knit 
handwear do ont make any other product. 

The separate identity of this industry is important in discussing 
matters of import competition, such as the current bill, because the 
life of the aaeanee depends upon its product; and anything which 
affects the sale of the product directly affects the well-being of this 
industry. 

We rnleketilail that your committee staff has prepared a digest 
of the House hearings on this bill for presentation to your commit- 
tee in executive session, so that it is not necessary to repeat the testi- 
mony of this industry before the Ways and Means Committee. 

Suffice it to say that the business mortality of one-third of the 
firms in the industry, the comparative unemployment of 63 percent 
of our workers, and the financial loss reported at the House hearings 
are continuing. 

When we testified on February 2, our salesmen had only been in the 
market for about 3 weeks to sell their lines for next fall. Today they 
have been trying to sell for 10 weeks, and the prospects are more 
discouraging than ever. 

In our House testimony, we pointed to the hourly average wage 
of $1.18 in this industry, compared to the 11.6 cents an hour wage 
in the Japanese glove industry. 

We would like to point out here that a United States Department 
of Labor study entitled “Japanese Wage Structure and Wages in 
Japanese Mining and Manufacturing Industries, 1953” states on 
page 10 that the lowest wages paid the Japanese workers are in the 
so-called cottage industries, usually performed in the home by women 
as side work, 

A wage survey in a comparable industry in the Yokohama area 
in the spring of 1953 indicated total wages ranging from 21 to 27 
cents per hour. 

The bulk of wool glove manufacture in Japan is done in the home. 
This is not unusual, as the manufacture of knitted gloves in all coun- 
tries outside of the United States is considered a cottage industry. 

In view of the comparative labor conditions between the United 
States and Japan in the manufacture of knitted gloves, it is easy to 
understand why this industry opposes the enactment of H. R. 1 in 
its present form. 

The Cuarrman. Thank you Mr. Moss. Your views will be given 
very careful consideration when the bill is taken up in executive 
session. 

The Cuarrman. I submit for the record at this point a statement 
received from Mr. J. S. Leach, chairman of the board of the Texas Co., 
in support of the trade agreement extension but opposed to the Neely - 
amendment on the importation of crude oil. 
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(The material referred to is as follows:) 


STATEMENT OF J. S. LEACH, CHAIRMAN OF THE Boarp, THE TEXAS ©o., ON H. R. 1 
AND THE NEELY AMENDMENT 


The Texas Co. ranks second as a producer of crude oil in the United States. 
It markets petroleum products in all 48 States, and through subsidiaries and 
affiliates has extensive foreign operations—in Canada, Latin America, the Far 
Fast, the Middle East, Africa, and Europe. On the basis of our experience in both 
domestic and foreign operations, we would like to present our views on H. R. 1 
and the Neely amendment. 

Speaking first of H. R. 1 itself, the Texas Co. is definitely in favor of passage. 
We stated to the House Ways and Means Committee, on January 20, 1954: “This 
legislation deserves the support of the Congress as a realistic and middle-of-the- 
road approach to the problem of creating more favorable conditions for con- 
tinued growth in international trade.” 

In our judgment, H. R. 1, without amendment to provide special protection 
to individual United States industries, is a necessity if our Nation wishes to 
maintain a policy of expanding the flow of trade and investment within the free 
world. 

Failure to enact the legislation, or loading it with crippling amendments, would 
be taken by other nations to mean that the United States has turned its back on 
the principle of reducing obstacles to trade. The results could be very dis- 
advantageous to American business operating overseas, to the American domestic 
economy, and to the strength and cohesion of the free world. 

The proposed Neely amendment to H. R. 1 would restrict total United States 
petroleum imports to levels well below those of recent years. 

This amendment is particularly harsh in respect to imports of residual fuel 
oil. It would restrict imports to about 143,000 barrels a day in 1955, compared 
with the 1954 level of above 353,000 barrels per day. The Texas Co. imports very 
little of this oil, but it is strongly opposed in principle to this type of legislation. 

Virtually all imports of residual fuel oil are for east coast consumers. In 
that market there is no other available source of fuel which would fully meet 
the requirement at prices near present levels, if residual fuel imports were 
slashed to the impracticable extent the amendment proposes. A definite hardship 
would be imposed on many east coast industrial, commercial, and public utility 
users of imported residual fuel. 

The intention is to help the coal industry, but the benefits to that industry would 
be small. The Neely amendment would force a reduction of about 210,000 barrels 
per day in residual fuel imports, compared with 1954, the equivalent of some 
18 million tons per year of coal. Such an amount of coal is of minor order com- 
pared with the 239-million-ton reduction in United States coal production in the 
past 7 years. 

The decline in coal production has been due largely to technical and competi- 
tive change, particularly the dieselization of railways and the successful com- 
petition of domestic natural gas for some important markets formerly dominated 
by coal. In the judgment of the Texas Co., to attempt to solve the coal industry's 
problems by drastic action against residual fuel imports would represent a most 
dangerous and unwarranted precedent of Government interference to assist one 
industry by damaging another. 

The United States consumes about 60 percent of all petroleum used in the 
entire free world. But we have only about 20 percent of total free world proved 
reserves of petroleum. It appears highly probable, therefore, that despite inten- 
sive exploration and development of domestic petroleum resources, foreign crudes 
will have to be counted as an increasingly important component of our Nation's 
overall fuels availability. Consequently, there is a basic need for flexibility in 
respect to the source of crude oil, and legislative restriction on imports of foreign 
crude would be entirely inappropriate. 

Moreover, the domestic crude oil producing industry is showing strong growth, 
evidence that petroleum imports are not undermining its strength. In 1954 the 
industry drilled more exploratory wells and more development wells than in 
any previous year in the Nation’s history—a basic indicator of the industry’s 
vitality. Production also is showing great strength. In recent months it has 
been the highest in the industry’s history, and there is every indication that 


domestic crude production in 1955 as a whole will set a new alltime annual 
record. 
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There is, therefore, no sound argument for legislation, such as the Neely 
amendment, to restrict oil imports. It is our considered judgment that such 
legislation would be detrimental to the American oil industry and would ad- 
versely affect our Nation’s economic strength and security. 


(By direction of the chairman, the following is made a part of the 
record :) 


STATEMENT OF Hon. Pace BELCHER, MEMBER OF CONGRESS 


The oil imports situation is steadily getting worse. I have studied this prob- 
lem carefully over a long period and, although I realize and believe there is no 
substitute for reciprocal trade, I firmly believe we should protect our own people 
from the disaster which may result in the buying of foreign goods while our 
domestic goods go begging for a market. The solution is to determine, through 
study and investigation, the percentage of foreign products we should be able 
to handle without endangering the economy, welfare, and security of our own 

-ople. 
ee The heavy importation of oil into our country from the Middle East is present- 
ing more and more difficulties for the local producers, especially those in Okla- 
homa. Oklahoma’s economy is benefited greatly by the oil industry. It has 
virtually been the staff of life for the people of this State, and any regulation 
that decreases interest and discourages progress in this industry will certainly 
have a binding effect on the people and revenue of that State. Both branches 
of Oklahoma’s State Legislature have passed a resolution urging that oil imports 
be restrained and, in general, the consensus of those most concerned with Okla- 
homa’s welfare agree that excessive oil imports should be curbed. 

Although I am concerned with the damage oil imports are doing to all oil- 
producing States, I am even more disturbed with their relation to the national 
security and welfare. Apparently, we haven’t stopped to determine the amount 
of security we have in foreign oil in comparison to what domestic production 
has to offer. It only stands to reason that this oil-producing area across the 
sea would be a major target in event of war, and we would then be dependent 
on our Own domestic sources, If the curbs are continued on State allowables, 
causing companies and individuals to be discouraged in the drilling of new welis 
and the finding of more reserves, we will come up short when and if the time 
should ever arise to call on our resources to come to our aid in a national emer- 
gency. This foreign oil, therefore, is not in a position to be considered a good 
risk, securitywise. A military expert recently commented that our chances of 
defending Middle Eastern oil are about like Russia’s chances of defending Mex- 
ican oil. This could be a fairly accurate comparison. 

There are other commodities affected by excessive imports, but oil just happens 
to be one of the most important ones. I feel that some action should be taken 
to safeguard and assure domestic production for all products which might be 
vital to our national defense, 

In the past, Oklahoma has led the way toward providing and adopting a good 
conservation program. It was first to adopt laws and regulations providing for 
production of oil and gas without waste, and utilizing reservoir energy and re- 
serves. Competition with other nations who do not attempt to follow any con- 
servation practices is unfair and will eventually break down all efforts toward 
maintaining a worthwhile program such as this. There is still a lot of oil to be 
found in Oklahoma, and we must keep the situation healthy in order to take 
advantage of all of our great resources. 

When considering what is the best policy and law to be passed, we must never 
forget those elements which are most fair to our own people. If we throttle the 
oil industry and people connected with it, we may be tying our own hands in the 
event of a national emergency. I feel therefore, that this situation should be 
studied now and an import percentage arrived at which would encourage trade 
with other countries and still help us to maintain a stable economy in the oil 
industry for our own producers. 

As for Oklahoma, we cannot sit and watch the destruction of one of our prin- 
cipal sources of income. I voted for H. R. 1, but I did everything possible to get 
an opportunity to amend it. We must arrive at a regulation which will encour- 
age further development of our oil industry. There is a solution to all problems, 
and perhaps with further study and investigation we can come up with the right 
law ending the battle over oil production and imports. 
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Based upon the information which I have, I am of the opinion that an amend- 
ment should be adopted to limit the import of foreign oil to 10 percent of the 
domestic consumption. Therefore, I strongly urge this committee to do the thing 
that should have been done in the House of Representatives, and, in my opinion, 
would have been done if we had had an opportunity to vote on it. 

Senator Mixx. We will recess until a quarter to three. 

(Whereupon, at 1:45 p. m., the committee recessed to reconvene at 
2:45 p. m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:45 p. m.) 

The Cuatrrman. The committee will come to order. 

The first witness is Mr. Donal M. Sullivan, executive secretary of 
the independent Oil Men’s Association of New England. 

Mr. Sullivan, will you take your seat, sir, and proceed in your own 
way ¢ 


STATEMENT OF DONAL M. SULLIVAN, EXECUTIVE SECRETARY, 
INDEPENDENT OIL MEN’S ASSOCIATION OF NEW ENGLAND, INC. 


Mr. Sutxiivan. Thank you, Mr. Chairman, my name is Donal M. 
Sullivan. I reside at Wellesley Hills, Mass., and am here, as execu- 
tive secretary, to represent the Independent Oil Men’s Association of 
New England and, I hope, in some measure, to speak the interests of 
nearly 10 million consumers in the 6 New England States. 

My formal remarks will take less than the 10 minutes prescribed by 
the committee because we wish to cooperate in the effort to finish these 
hearings and because we are grateful to the chairman—for your kind- 
ness, sir—for his permission to supplement the testimony given for 
this association before the House Ways and Means Committee hear- 
ings. Now, since that testimony, a new situation has developed. 

Why are we here today? We are here because Senator Neely and 
others have introduced an amendment which would damage the inde- 
pendent oil jobbers and dealers of New England and touch adversely 
the lives of nearly all of the people of that area. The Neely amend- 
ment proposes a limitation on residual-oil imports. New England 
imports two-third or more of its residual-oil supply. The domestic 
industry, including that in Oklahoma, will not replace it if Senator 
Neely’s amendment takes it away. The combination of domestic 
refining procedures and the Sa formula of the Neely 
amendment means an ever-decreasing supply of this product for 
New England at ever-increasing prices. 

This would leave small New England businessmen in the oil in- 
dustry scrambling in a battle for a share of a limited supply to service 
their customers who would in most instances find it impossible—and 
I stress the word “impossible”’—or painfully expensive to convert to 
coal. The net result: Probably little significant gain for the dis- 
tressed coal miners; chaotic fuel supply conditions in New England. 
This is not hyperbole; it is fact. 

(For supporting data on damage to New England, see p. 2530, 
hearings, House Ways and Means Committee, 84th Cong., on H. R. 1, 
testimony of J. P. Birmingham; also, see p. 1392, hearings, House 
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Ways and Means Committee, 83 Cong., on H. R. 4294, testimony of 
J.J. Gill, and p. 1399, testimony of Mr. M. J. Ryan.) 

Here, if 1 may, I would like to interpolate just one example of the 
conversion problem which would face users of residual oil in New 
England. One New England jobber surveyed his residual-oil cus- 
tomers and found the following: 

Of 837 buildings and plants, only 14 have alternate facilities to 
burn other fuels, and peal 9 of these 14 have 100-percent capacity 
to convert from residual oil to coal. And while we are on the subject, 
just one example of the attitude of people toward coal as a fuel: 

In World War II many users of residual oil were forced to convert 
to coal in New England. A Providence jobber reports that every 
customer he lost through conversion requested immediate reinstalla- 
tion of oil-burning equipment within 90 days from V—J day. 

Now, Oklahoma and Texas oil spokesmen, occupying with coal a 
strange legislative bed, should investigate very carefully the asser- 
tion that the Neely amendment means no price increase for residual 
oil, no price increase for crude. 

While we are on the Neely amendment, I regret that the Senator 
from Pennsylvania and the Senator from Kansas, who are cosponsors 
of that amendment, are not here. 

In New England we know we pay the same price for foreign 
residual as for domestic. We do not accept the proposition that the 
Neely amendment, having introduced a rigid supply factor, will 
repeal the economic law that says: shortened supply plus increased 
demand equals higher price. Nor do we accept the proposition that 
the Neely amendment will mean significantly more numerous jobs for 
coal miners. We do heartily agree that it means more money—with 
gentler taxes than ordinary Americans often pay—for those most 
extraordinary petitioners for subsidy, the oilmen from Texas, Okla- 
homa, and other producing States. They seem to need the help of 
the poorest. workman in New England who burns kerosene in his 
tenement flat. 

May I interpolate, How can the independent producers from Okla- 
homa and elsewhere ask the Congress to free their natural gas busi- 
ness from the Federal Power Commission control and in the same 
breath go along with the Neely amendment interference with thou- 
sands of small-business men in New England? 

I submit, without elaboration in order to save the time of the com- 
mittee, the proposition that the supply-demand-price mechanism 
affects crude oil as well as residual oil. I believe that this proposition 
will not really amaze the spokesman for crude oil import restrictions. 
Nor will it amaze, in time, the homeowners and motorists of New 
England who will pay the price of the Neely amendment. 

New England must have a flexible supply of residual oil—and here 
I would likee to insert a quotation from the remarks of Senator Ken- 
nedy, of Massachusetts, in the hearings on the Trade Agreements 
Extension Act of 1953, at page 1370 of the House record : 

Decline in the coal industry is not due to residual oil imports primarily but 
to problems of technology and transportation, methods of productivity, con- 
versions of railroads to other fuels, milder weather, reduced exports, and other 


problems of industrial relations, and particularly the tremendous increase in the 
use of natural gas as a substitute fuel. 
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And New England needs a flexible supply of crude petroleum and 
products. Every responsible public official in the six States knows 
this. The Conference of Governors of New England, on March 15, 
reiterated it. 

I am informed, Mr. Chairman, that Governor Roberts, of Rhode 
Island, as chairman of the New England Governors’ Conference, has 
sent to you a copy of that resolution, and I assume that it will be in- 
cluded in the record. If by any chance the mail is not operating on 
that I have a copy here which I would like to hand to the stenog- 
rapher, or to you, sir. I think it is an accurate copy, sir. 

The CHarrman. Yes, I have received a letter from Governor 
Roberts transmitting the resolution adopted by the New England 
Governors’ Conference at Boston on March 15, 1955. The governors’ 
letter and the resolution will be made a part of the record at this 
point. 


(The information referred to follows :) 


SratTe or RHOpE Istanp & PRovipENCE PLANTATIONS, 
Providence, March 17, 1955. 
The Honorable Harry F. Bykgp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Senator: I am enclosing a resolution in opposition to the Neely amend- 
ment of H. R. 1. This resolution was adopted unanimously at the last meeting 
of the New England Governors’ Conference held in. Boston on March 15, 1955. 
If it is possible, we would like this resolution to be included in the record of 
the hearings on H. R. 1 for the consideration of your committee. 

The New England Governors have taken a strong stand against the possible 
restrictions of oil importations on several occasions because of the vital effect 
which any restriction would have on New England households and businesses. 

May I personally thank you for the courteous consideration and treatment 
that I received from the Senate Finance Committee in my appearance before it 
recently. 

Warm personal regards. 

Sincerely yours, 
Dennis J. Roserts, Governor. 


Whereas New England is totally dependent on outside areas for petroleum 
products needed for its industry, for the heating of its homes, and for the 
operation of motor vehicles ; and 

Whereas the nearly 10 million people of the New England area are thus 
intimately affected by any restraints on its access to competitive fuels; and 

Whereas restraints upon the importation of residual fuel oil would add millions 
and millions of dollars to the costs of utilities, small manufacturing plants, and 
large buildings, to the great damage of the economic health of our area; and 

Whereas restraints upon the importation of crude oil, with its effect on the 
flexibility of supply of home heating oil and gasoline, would threaten the welfare 
of every motorist in New England and some 1,200,000 heads of New England 
households centrally heated by No. 2 fuel oil and countless homes dependent 
on kerosene heating : and 

Whereas United States Senator Neely of West Virginia and other Senators 
have proposed to the Senate of the United States the so-called Neely amend- 
ment to the Trade Agreements Extension Act of 1955, which is now before the 
Senate Finance Committee ; and 

Whereas the Neely amendment would hold the importation into the United 
States of crude oil to 10 percent of the domestic demand for crude oil and all 
products such as gasoline and home heating oil ; and 

Whereas this amendment would restrict the importation of residual fuel oil 
thus cutting New England’s normal supply of that product drastically and 
progressively since New England depends on foreign sources for at least two- 
thirds of its residual oil supply : Now therefore be it 

Resolved, That the Conference of New England Governors voice their *stren- 
uous opposition to the Neely amendment or any other amendment which would 
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tend to limit the supply of, or increase the cost of, fuel for New England homes, 
motor transportation, or industry. 

Adopted March 15, 1955 by the New England Governors’ Conference at Boston, 
Mass. 

Mr. Suttivan. Any amendment, sir, that of Senator Neely or an- 
other, which denies New England its free access to a competitive fuel 
market is bad, very bad, for New England. We submit that it is bad 
economics, bad for the jobber, bad for small business, bad for the con- 
sumer, and bad, I suspect, in the long run, for the coal industry and 
the oil industry. And may I say, with one small voice, that if the 
spirit of the Neely amendment is to prevail in the United States Sen- 
ate, it will be a sorry day for more than New England. 

That, sir, concludes my statement 

The Cuarrman. Thank you very much, Mr. Sullivan. 

Mr. Sutxivan (continuing). I hope, within 10 minutes. 

The Cuarrman. Senator Malone, any questions? 

Senator Martone. Mr. Sullivan, I think you have made a very clear 
statement, and your ideas are very clearly outlined in the record. I 
would only ask a couple of questions just to be sure what your position 
is on the fundamentals of this thing. Now, I think your position, as 
far as you are concerned, and the retention of what you now consider 
to be an advantage, is very clear. 

You have studied the 1934 Trade Agreements Act and also the 1930 
Tariff Act, I presume. Have you? 

Mr. Sutiivan. I have read them as they appear in the House Ways 
and Means record. 

Senator Matoneg. The purpose of my question is not necessarily to 
indicate any deep study. But in the 1934 Trade Agreements Act, 
Con did change the principle of adjusting the duties, what we call 
tariffs, in the protection of American industry, did they not? 

Mr. Sutaivan. Sir, I should say in order not to mislead you that my 
appearance here is in a representative capacity, and I am not author- 
ized by the people I represent to speak on the general considerations 
of the tariff policy of the United States. 

Senator Matone. I will simplify my question. If you do not care 
to answer it, it will be all right, because I thoroughly understand your 
position, and I think your statement is very clear. 

The 1930 Tariff Act was a development of over 75 years, nearly a 
century, and a development of the authority and the responsibility 
vested in the Tariff Commissfon, an agent of Congress. I think it 
was created to adjust the duties, imposts, and excises, as an agent of 
Congress. They did lay down a principle of the protection of Ameri- 
can industry through evening the competitive advantages through a 
duty or a tariff. That is to say, establishing a fair and reasonable com- 
petitive basis for foreign ag arene with American industries 
through a duty that made up roughly that difference between the wage, 
standard of living, taxes, and other costs of doing business in this 
country and in the chief competitive country, so that only one princi- 
ple, then, was laid down and that was to even competition based upon 
fair and reasonable competition, and adjusted up and down to keep 
that even and proper balance. 

Now, in the 1934 Trade Agreements Act, transferring from the 
Congress their constitutional responsibility of regulating foreign 
trade and setting these duties, they took in other factors. That is, 
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the President could consider other factors that might benefit the econ- 
omy of the United States in his judgment or benefit our international 
relations. 

I was going to ask you just a simple question; that is, if you and your 
people, or you personally, favor the change in the principle laid down. 

Mr. Sunuivan. My people have made no expression on the subject, 
and my views as an individual citizen I am sure would not be important 
to this committee. 

Senator Matone. Well, I think you are mistaken in that regard, 
but I will not insist on an answer, because you have taken a neutral 
position so far, but as an individual important enough to come down 
and be heard before this subcommittee, your views are of some im- 
portance, and you are familiar with your area and other areas. 

And as an individual, would you care to express an opinion of the 
broadening of the powers, first in transferring it from Congress to 
the Executive, and then in his judgment taking in other factors be- 
sides a fair and reasonable competitive principle? 

Mr. Sutttvan. No, sir; I do not think I should. I have great re- 
spect for this committee and its Legislative Reference Service and 
the great knowledge which its members, including yourself, sir, have of 
the subject, and I think it would be presumptuous on my part to ex- 
press my views. 

Senator Maronr. I think your position is very fair, and if you do 
not care to take a position, it will not be urged. 

One more question, Mr. Chairman. 

Now, we do have, and I suppose you have heard of the General 
Agreement on Tariffs and Trade at Geneva, that operates with 30 or 
40 nations in making trade agreements that they consider advan- 
tageous to all nations. You may have heard of the International 
Trade Organization that was rejected by Congress a few years back, 
and the International Materials Conference that was organized by 
the State Department to do the same thing, that was designed to di- 
vide up our markets with other nations. 

Would you generally be in favor of keeping such organizations, 
world organizations, over which we have in the Congress very little 
control, if any, operating to regulate world trade through the fixing of 
duties or tariffs ? 

Mr. Sutaivan. I can only answer, sir, that as an individual citi- 
zen, who has experienced the late depression and the last war, even 
as you as a good artilleryman did the first, that I rely on the states- 
manship of the Senators of the United States who, in my opinion, 
are the most powerful body in the world, to protect us and to protect 
primarily our survival as a Nation, regardless of questions of individ- 
ual employment or profits for either me or Oklahoma. 

Senator Martone. I think that is all, Mr. Chairman. I think the 
witness has taken a very fair position, personally. 

The Cuarrman. Thank you very much, Mr. Sullivan. 


Mr. Sutiivan. Thank you very much, Mr. Chairman. 

The Cuarrman. Mr. B. B. Jennings, president of the Socony-Vac- 
uum Oil Co. . 

We are glad to have you Mr. Jennings. Just take a seat, sir, and 
proceed in your own way. 
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STATEMENT OF B. BREWSTER JENNINGS, PRESIDENT, 
SOCONY-VACUUM OIL CO., INC. 


Mr. Jenntnos. Mr. Chairman, Senator, my name is B. Brewster 
Jennings, and I am president of Socony-Vacuum Oil Co. 

Your committee has a summary of points brought out in the House 
hearings. ‘Tosave your time, I shall not repeat arguments then made, 
but for the record will say that I favor the extension of the Reciprocal 
Trade Act contained in H. R. 1. 

An amendment imposing a 10 re quota on crude and residual 
oil imports has been proposed. If this amendment is adopted, I be- 
lieve that the progress in international trade represented by H. R. 1 
would be reversed. For this reason, I am devoting the balance of my 
statement to petroleum imports. 

There are a number of important reasons why I believe it is not 
in the national interest to subject petroleum imports to quota legis- 
lation. 

1. The United States consumes 60 percent of the oil used in the 
free world and, with only 21 percent of the proved reserves, is con- 
suming its own supply 4 times as fast as is the rest of the world. 

2. We have viol heavily in the past on oil from Venezuela and Co- 
lombia, and development of reserves in these countries as well as Can- 
ada depends on continued access to our market. 

3. As the United States demand for oil increases we may someday 
want more supplies from the Middle East, which now has 62 percent 
of the world’s reserves. 

4. Import quotas would impair our relations with friendly foreign 
nations and probably lead to retaliatory action prejudicial to exports 
of many of our industries and firms. 

Only a serious disruption of the domestic oil-producing industry 
could justify action so iekt meatal to our stake in foreign crude pro- 
duction. I ask you to consider these points. 

(1) The Bureau of Mines estimates that in 1955 there will be an 
increase of 4 percent in domestic demand and that domestic crude 
production will average 6,537,000 barrels per day—a new record. 

(2) New wells drilled in the United States in 1954 totaled 52,918— 
alsoa record. This compares with 37,508 in 1948. 

(3) Large bonuses are being offered for petroleum leases on State 
and Federal lands. 

(4) Crude-oil prices increased in June 1953, when imports were 
a Spree the same as today. 

y any normal standards, these facts would be considered evidence 


of a healthy industry. Some have expressed concern because a margin 
of excess crude ey of some 2 million barrels per day has 


developed. Incidentally, this does not mean that a comparable 
increase has taken place in our total reserves. As a matter of fact, 
the important relationship between crude reserves and annual crude 
production in the United States has decreased from 13.5 to 1 in 1940 
to 12.8 to 1 in 1954, 


In relation to our greatly increased consumption of oil, 2 million 
barrels per day of excess oe does not seem out of line. In 
1940, for example, when excess producibility was 1 million barrels 


per day, production was 78 percent of capacity. In 1954, with 2 mil- 
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lion barrels of excess productibility, production was 77.3 percent of 
capacity. In terms of an appropriate reserve for military purposes, 
we are today in about the same position as at the outbreak of World 
War II. 

Many attribute today’s increased excess crude producibility to crude 
imports. In 1948 we had no excess crude ee Since then 
crude imports have increased some 300,000 barrels per day. In other 
words, 1,700,000 barrels of the present excess has been generated 
entirely within the domestic industry. 

Our petroleum needs are so great and so complex that no judg- 
ment on the import problem should be reached without considering 
the impact of oil quotas on those countries from which we import oil. 

The principal oil production in South America is in Venezuela and 
Colombia. These countries have been good neighbors of ours and 
United States companies have played an important ors in develop- 
ing their petroleum resources. During World War II, oil from South 
America was of prime importance to our allies and ourselves and 
later tided us through difficult periods of actual shortage in 1947 
and 1948. 

The proposed 10-percent quota on oil imports would affect Venezuela 
more drastically than any other country. The fuel-oil quota alone 
would cut 193,000 barrels a day from imports of residual refined from 
heavy Venezuelan crude. The resulting loss to Venezuela’s income 
would force a drastic reduction in its imports from the United States, 
which now amount to over a half billion dollars per year. 

The only residual oil which Socony-Vacuum imports enters under 
bond and is sold to ships engaged in foreign trade. We do not import 


any other residual oil into the United States. Asa matter of ae. 
i 


however, we are just as opposed to restrictions on residual-oil imports 
as we are to restrictions on crude-oil imports. A 10-percent quota 
on residual imports will cause a shortage of this products in the 
United States, particularly along the Atlantic seaboard. The interests 
of present consumers of fuel oil must be considered. Ships cannot 
burn coal and are entirely dependent on residual oil. Other consum- 
ers who are unable to convert to coal include apartment. houses, 
churches, schools, hospitals, large and small commercia] and industria] 
establishments. 

The damage to our Venezuelan neighbor and the hardships which 
would be suffered by fuel-oil consumers in the United States would 
appear to outweigh the small increase in coal consumption that might 
result from the proposed quota. 

Now let us consider Canada. Canadians and ourselves visit across 
our 3,000-mile border freely and frequently. Not unnaturally the 
economies of both countries have become interdependent. For years 
a Canadian refinery in Ontario ran on crude oil piped from Oklahoma 
and Texas. Now that Canada has developed ot production, some of 
this Canadian crude oil should flow to such refineries in the United 
States as are geographically conveniently accessible—particularly 
those on our west coast, where there is a growing shortage of light- 
gravity crudes. A great number of American producers, large and 
small, have participated in Canadian oil developments. rdless 
of their attitude toward imports from other areas, they would be ap- 
palled if their production in Canada were denied its natural market 
in the United States. 
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Our Government and Canada in 1950 agreed to a Statement of 
Principles for Economic Cooperation which has never been withdrawn 
and which states, among other things, “that the production and re- 
sources of both countries be used for the best combined results,” and 
“barriers which impede the flow between Canada and the United 
States of goods essential for the common defense effort should be 
removed as far as possible.” Any quota applicable to oil imports 
from Canada would appear to be a repudiation of this agreement. 

The role of Middle East oil is often misunderstood. Crude from the 
Middle East has been and will continue to be devoted largely to 
Eastern Hemisphere needs. The movement to this country is marginal 
and in 1954 amounted to less than 3 percent of United States con- 
sumption. The day may come, however, when the United States will 
want substantially more supplies from the Middle East. Our con- 
sumption of petroleum is expected to nearly double in the next 25 
years. In order to take care of this demand without additional 
imports, the domestic oil industry would have to discover about a 
billion barrels a year of oil more than has been found in the United 
States on the average since World War II. 

While quotas would not affect the Middle East as seriously as 
Venezuela or Canada, the potential repercussions should not be under- 
estimated. If any action by our country should be interpreted as dis- 
crimination by the free world against Middle East oil, not only would 
a future supply for our own requirements be jeopardized, but more 
immediately our allies would be affected. Ninety-four percent of the 
crude run in Western Europe comes from the Middle East. Without 
this oil, Western Kurope’s industrial gains would be wiped out prac- 
tically overnight. We cannot afford to take any action which might 
improve Kussia’s chances of getting a foothold in the Middle East. 
Nor should we overlook the point that the 9-to-1 advantage in oil 
production enjoyed by the free world probably has been a major 
deterrent to Russian aggression. 

You have had brought to your attention the report recently submitted 
by the President’s Committee on Energy Resources. While there eb- 
viously will be special problems arising from time to time which were 
not covered in the report, the committee, in my opinion, has adopted 
a reasonable approach to the problem of oil imports. The committee 
recommended, you will recall, that every effort should be made to avoid 
the necessity of Government interference and that reliance should be 
placed on voluntary individual actions of importing companies. 

There are some who would challenge this recommendation, contend- 
ing that voluntary restraints have already proved a failure. I don’t 
think that any such conclusion is justified. On the Pacific coast the 
production of light crude has not kept up with the demand and there 
is now a shortage of this crude in that area. Such excess producing 
capacity as the industry now has lies east of the Rockies and was built 
up from 1949 on. In 1949, following closely on a period of shortage, 
the first postwar controversy over imports arose, Crude imports in 
the areas east. of the Rockies for that year constituted 9.2 percent of 
the consumption and in 1954 this figure was 10.1 percent, an increase of 
less than 1 percentage point. While there have been no formal or 
informal arrangements relative to imports, this suggests that the vari- - 
ous companies, in working out their individual situations, have not 
exceeded reasonable levels. 
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Insofar as Socony- Vacuum is concerned, only last fall we reduced 
our East coast imports by 9,000 barrels a day. e increases which we 
had planned for 1955 involved crude imports from Canada for our new 
refinery at Ferndale, Wash. After the President’s Committee on 
Energy Resources issued its report in February, we again reviewed our 
planned program and decided to make a further cut of 16,000 barrels 
a day in our crude imports. Because of contractual commitments we 
shall have to effectuate this reduction in steps, namely, 5,000 barrels a 
day in May and June, 13,000 in July and the full reduction of 16,000 
wil be attained in August. After our 16,000-barrel-a-day cut becomes 
fully effective, our total imports will be at the same rate as our average 
for 1954. 

In summation, I simply want to reemphasize the extraordinarily 
difficult problem which will confront anyone in os to restrict 
oil imports by legislation. It would take a super Solomon to design 
a program to do this without causing irreparable ee to our foreign 
relations, and ultimately to our economy. Without denying that ex- 
cessive oil imports may at some point constitute a problem requiring 
legislation, it is my considered judgment that this point has not been 
and may never be reached, and that from every long-range point of 
view, it would be contrary to our national interest to impose tariff or 
quota resirictions at the present time. 

The Cuarrman. Thank you very much, Mr. Jennings. 

Senator Malone. Any questions? 

Senator Martone. Mr. Jennings, your statement is very clear and 
your stand in this matter is very clear. 

You believe that the importers of petroleum, who for the most part 
are also domestic producers—is that not true? 

Mr. JENN«NGS. It is true yes, sir. 

Senator Martone. Should be allowed to judge the balance of foreign 
imports against the domestic production ? 

Mr. Jenninos. At the present time, yes, sir. 

Senator Martone. What would change that conclusion on your part? 

Mr. Jenntnos. If imports became excessive in the light of all the 
factors that are to be considered, then I should think that would 
constitute that kind of situation that you envision. 

Senator Martone. Then what would you do then? What would you 
suggest as a remedy ? 

Mr. Jenntnos. I would like to cross that bridge when I got to it, sir. 

Senator Matone. We are to it. 

_Mr. Jennrnos. Well, there is a difference in judgment on that point, 
sir. 
Senator Marone. At least, this committee has to decide whether to 
cross it or not. 

Mr. Jenntnos. That is correct, sir; yes. 

Senator Martone. You agree with that? 

Mr. Jenntnos. I agree with that. 

Senator Matonr. Now, I am inclined to agree with you, Mr. Jen- 
nings, that to pick out one material out of 5,000 or more products 
that either are injured now by imports, or the claim is made that they 
are endangered—and I a that nearly all of those thousands can 
be injured under the 1934 Trade Agreements Act, if it is carried to its 
logical conclusion—I agree with you on that point, that one should 
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not be selected and try to arrange a quota leaving out all consideration 
of others. 

Would you say that if there could be a method arranged so that 
foreign producers of petroleum and domestic producers could be put 
in a proper relation, using that word “proper” in connection with an 
evener of cost of production, as for many years the duty was used, 
if an equitable way could be worked out to do that, would you favor it ? 

Mr. Jenntnos. Senator, I am not an expert on these tariff acts. I 
have been present today and listened to the interesting discussion 
between you and Mr. Taft this morning. 

The point occurred to me that this matter of imports and the relative 
positions of foreign materials and domestic materials is very much 
more complicated than one first may think, and that our policies in 
respect of imports should not be determined by one particular cri- 
terion, such as this matter of balancing your costs of production. 

It seems to me that there are so many factors that enter into every 
one of these things that it would be almost impossible to fit it into a 
formula, a precise formula. 

Senaor Matone. I agree with you, sir, it can be made very compli- 
cated. That is the reason I asked you about the principle. My next 
question is going to be along the lines that your answer already made 
would probably fit. If you agree with the change in principle, or you 
did have a principle, of fair and equal competition on all these prod- 
ucts. When that cost is considered, if it is not the top cost and not 
the lowest cost, but a reasonable cost, and the Tariff Commission is well 
equipped to determine that cost—you always have your offer-for-sale 
price. We even have yours when you import oil, and a landed duty- 
paid, or customs cost, so you do agree, [ understand already from 
your answer, that the principle should be changed from that one 
principle of fair and reasonable competition to considering these many 
factors, and I have always been under the impression that almost any 
factor can be considered under the 1934 Trade Agreements Act that 
the President considered important in international relations and in 
the economy of the United States. 

Do you agree with that statement? 

Mr. Jennineos. I did not understand that last part about the Presi- 
dent’s consideration of international relations. What was that? 

Senator Matone. Well, I agree with your answer—no, not with 
your answer, but I agree with what you apparently consider to be 
true, and that is that under the 1934 Trade Agreements Act, they 
ir this principle so that many factors can be considered instead 
of one. 

Mr. Jenntnos. Yes; that is right. 

Senator Manone. That the President can, under the 1934 Trade 
Agreements Act, consider almost any factor that he considers bene- 
ficial to the economy of this country and beneficial to international 
relations. 

Mr. Jennies. That is my understanding, yes. 

Senator Martone. And you think that is a good thing? 

Mr. Jenntnes. Yes. 

Senator Martone. I have no quarrel with your opinion. I just 
wanted the record to be clear. 
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Now, I did understand you to say—and I do not know that it would 
be very clear, but I think it would be in rereading your statement— 
that the proportion of reserves to the production has decreased in 14 
years from 13.5 to 1 to 12.8 to 1. 

Mr. JenninGs. That is correct; yes, sir. 

Senator Martone. I do not understand, though, the value of that 
conclusion. Explain that to me, will you? 

Mr. Jennies. The point is that in relation to our capacity to pro- 
duce oil, in other words, in relation to our oil resources in terms of re- 
serves, we are producing today at a somewhat faster rate than we were 
some years back. In other words, the demand for oil has increased 
so rapidly, and the production of oil, the daily production of oil, has 
increased so rapidly that we have not been able to maintain the back- 
log of reserves expressed as a ratio to that production. 

Senator Mavonr. I see that, and I assume that you are correct in 
that, without attempting to compute it. But it seems to me that the 
thing that is important is—now, see if you agree with this statement 
that I believe myself, from the investigation that we have made: 

That oil has been discovered faster in this country than the produc- 
tion in this country. 

Mr. Jenntnos. That is a correct statement, Senator, but in order 
to maintain an adequate ratio between reserves and production, if you 
have increasing production, you obviously do have to find more re- 
serves each year than what you consume. 

Senator Matone. No; I would not say so. Now, let us clarify it, 
because you are in the oil business, and I am just an engineer that has 
watched it for 30 years. But there is a lot of this detailed matter that 
I would not be familiar with. 

Now, I am very much interested in what you say on this point, be- 
cause it has been clearly established that we are discovering new re- 
serves in the Nation faster than we are using the oil. 

Mr. Jenntnos. That is correct; yes, sir. 

Senator Matonr. And it seems to me that is the important thing. 

Mr. Jenntnos. I do not know quite how to put this point that I have 
in mind. I suppose the best way to look at it would be to reduce the 
thing to a smaller figure altogether. 

If you had $10 in the bank and you were spending a dollar a week, 
vou would have a certain reserve against contingencies. Now, if you 
had $10 in the bank and you were spending $8 a week, you would not 
have that same degree of ability to meet unforeseen developments. 
That is analogous to this ratio of reserves to production that-we try 
to keep in mind. 

Senator Matonr. Unless you are depositing $9 a week, and that is 
what we are doing in finding reserves. 

Mr. Jennrnos. We are not building reserves as fast as we use them. 
That is the point. 

Senator Martone. You mean you are not building the reserves as 
much faster than the known reserves as we are increasing the use over 
the present use ? 

Mr. Jenntnes. Yes. I can give you a figure—— 

Senator Maronr, I do not see the value of it. 

Mr. Jenntnos. I can give you figures that will be precise on that 
point and add them to the record. But over a period of years, our re- 
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serves have increased, let us say, 50 percent during a time when our 
consumption has increased by 70 percent, and that is what has brought 
about this change in ratio. 

Senator Martone. Yes. 

In any case, even if you are correct in the analogy—and I just did not 
see its importance, and maybe you are right upon careful reading of 
it—but it took 14 years to reduce that ratio 1 percent. 

Mr. Jenninos. That is right. 

Senator Martone. That is not very fast. 

Mr. Jenntnes. Well, it is 1 percentage point; I mean, it is 1 year. 
These ratios are expressed in 

Senator Matonr. No. It was 14 years over which this took place. 

Mr. Jennines. We must not think of reserves that way. You could 
not produce all of our crude reserves in 14 years. You know that as 
well as I do, and better, probably. 

Senator Martone. But it took 14 years to reduce the ratio from 13.5 
tolto 12.8 tol 

Mr. Jennines. That is right. 

Senator Matonr. Which it seems to me would make it take quite a 
while before you got it below a ratio that was dangerous. 

Mr. Jenntnes. I think that is a fair observation. I do not want 
to be an alarmist. 

Senator Martone. And that is why I wanted to call attention to it, 
because it looked so reasonable when you first read it, and did not mean 
much when you analyzed it. 

Now, I do not know whether you have any idea about these organi- 
zations or know anything about them, but I am going to ask you if 
you are familiar with the General Agreement on Tariffs and Trade 
Organization at Geneva, and their work. 

Mr. Jenntnes. Beyond knowing that it exists and is operating, I 
am not familiar with the details; no, sir. 

Senator Matonr. Unfortunately, the American people do not know 
much about it, either, and it is very far removed and a very dangerous 
thing in the opinion of many others. 

Now, they just organized another World Trade Organization in the 
United Nations through an Assembly resolution. Are you familiar 
with that organization, the World Trade Organization ? 

Mr. Jenntnas. No, sir. 

Senator Matonr. Were you familiar at all with the International 
Trade Orguiation the State Department put before Congress 3 or 4 
years ago / 

: M * Jenntnes. I knew of it, but I never followed its operation 
closely. 

Senator Matong. Did you know its character? 

Mr. Jenntneos. I would not say that I did; no, sir. 

Senator Marong. Well, they wrote about a 350-page pamphlet and 
sent it up here, but it could be voiced in 1 paragraph. That was an 
organization, worldwide, with about 40 or 50 or 55 nations that would 
sit down at least once each year, and estimate the production for the 
entire year of each of the world products, and the world consumption, 
and divide it among the nations on the basis of entitlements for 
coma that many of us could only interpret according to popu-- 
ation. 
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Now, the Congress rejected that organization. But immediately 
the State Department organized an International Materials Confer- 
ence, surreptitiously, to do the same thing. Would you think a world- 
wide organization on that basis would be smart for us, with our mar- 
kets in the pot? 

Mr. Jenninos. If I understand your description of this correctly, 
and you are suggesting some kind of supernational body that would 
parcel out all the movements of international trade, I could not be 
more against anything; no. 

Senator Matone. I think you would be, because I consider you as 
president of this organization one of the outstanding Americans in 
this country, just like Mr. Holman. 

Mr. JenninGs. Thank you. 

Senator Matone. And while we might differ in the way things 
should be done, you are in business; you have made a success of your 
business, and you are entitled to be heard on that basis. I agree with 
you. 
~ The General Agreement on Tariffs and Trade, the new worldwide 
organization created by an Assembly of the United Nations resolution, 
an International Trade Organization, and the International Materials 
Conference, has no place in our economy at all. But even if you agree 
that the Congress should relinquish its authority to the President to 
judge it, at least it should not get out of the President’s hands. 

Mr. JenNntNGs. I would like to get clear on one point. When you 
summed this up, you included the GATT as well as these other organ- 
izations, with which I was not so familiar. Now, it is not my under- 
standing that the operations of GATT, what little I know about them, 
are along the lines that you described a minute ago. 

Senator Matone. Now, this is conjecture, too, because no one knows 
too much about GATT, even some of the people that are in it. At 
least, it is hard to get them to admit it. But they do operate on their 
own; they do sit down there, 30 or 40 nations, and have these multiple 
agreements and understandings, and we are bound by them although 
we have not approved the organization. There is some rumor that 
it is coming here. I myself gravely doubt that we will ever see a Gen- 
eral Agreement on Tariffs and Trade here if we pass this act and 
continue the Trade Agreements Act, because I think, and I agree with 
Charley Taft this morning—there are very few things that I can agree 
with Charley Taft on—but I do agree with him that it is already au- 
thorized, and certainly will be authorized if we pass this thing in front 
of us now. 

And you turn that organization loose, 3,000 miles away from here, 
and you will really have something. Some of us believe it is a dan- 
gerous thing. However, you are entitled to your opinion.: I am not 
going to ask you what it is, because you say you do not know much 
about it, and I do not really know enough dees it to be positive, but 
I would certainly know all about it before we passed on it. But I think 
they are going to bypass Congress if they can get by with this thing 
that is in front of us. 

_ Jennines. On that I have no knowledge, Senator, what they 
are doing. 

Saunier Mavone. I understand that. 

Now, if we were to—although you do not agree with this—but if 
Congress was to decide that the American producer of petroleum 
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should have his place in the sun and the American markets on the 
basis of fair and reasonable competition, and the Tariff Commission, 
an agent of Congress, fixed the tariffs on that basis, or duties, and 
were allowed to fix quotas, if necessary, to furnish that protection, 
would that as a matter of fact retard Europe’s supply of oil from the 
Middle East? 

Mr JENNINGS. If the Congress passed, you say, quotas? 

Senator Matone If Congress ecided to allow the Tariff Commis- 
sion—if it did not extend this act, we will say, or as a matter of fact 
passed a quota system here. And I do not agree with a quota system 
alone, because I think it is impossible to arrive at the right quota. 
Even if it is right at the present moment, it probably would not be 
right in 6 months or a year. 

Mr. Jenninos. It could not be. 

Senator Martone. So it would have to be adjustable by some organi- 
zation, not by law. And that could be done by the Tariff Commis- 
sion. But if we allowed our Tariff Commission—and again went 
back to it, which we would do if we did not extend this act—to pro- 
tect the American producer, give him his place in the sun; that is, 
equal access to his own markets here, and not leave it to you as an 
importer or the Standard Oil Co. or the Texas Co. or anyone else 
that is interested in it, but to do it on principle, and it did retard the 
imports here to an extent that they were needed to eee the 
American production, which is the theory of the whole Tariff Act 
up until 1934, how would that prevent Europe from benefiting from 
Middle East oil? You brought that into the situation and I could 
not understand it. 

Mr. Jenntneos. It would not prevent Europe from obtaining Middle 
East oil so long asnothing else happened. But, of course, the political 
situation out there is far from stable, and if any country which is 
regarded by the Middle East nations as being part and parcel of the 
free world of the West does something which they think is unfriendly, 
it is bound to affect feeling toward us adversely. And by “us,” I 
mean everybody. That isan intangible. It is very hard to say. 

Senator Martone. Yes, I know. I have been out there. 

As a matter of fact, I was with Ibn Saud in 1947 for a while. 

Mr. Jennrnes. I remember you were out there. 

Senator Matons. Were you there then ? 

Mr. Jenninos. I was there a year later. I was there in 1949. 

Senator Matone. Well, I went all over your operations there. They 
were very kind to me. We had a plane, and guess We saw every 
oil area and operating well. At least, we intended to. And it was 
a tremendous operation. I think you deserve credit for the kind of 
work that is being done out there. 

But I am talking about the protection of the economic structure 
of this Nation, which I consider part of its national defense, just the 
same as protecting some materials that might in that crisis be necessary 
to the national defense. 

The economic structure is more important than any one material. 

Now, to maintain the economic structure, if it is done on the basis 
of fair and reasonable competition, it does not mean that you are pre- 
venting imports, but that you are bringing them in on your basis of 
reasonable costs, which means they would only come in to supplement 
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and not retard any production here. How could, in your opinion, a 
foreign nation consider such an action unfriendly ? 

Mr. Jennrnas. Well, to the extent that you pass laws that prevent 
the free flow of commerce, it is to the disadvantage of the nations 
who otherwise would be selling goods to you. 

Now, again, you cannot put a value, a precise value, on that. 

Senator Martone. I think from your standpoint you could consider 
that an item. But you are familiar with the fact that practically 
none of these foreign nations allow us to import anything into their 
countries in any amount, any considerable amount, that they them- 
selves produce. Are you familiar with that fact? 

Mr. Jenninos. I am not familiar with it in detail, Senator, but 
really from what I have seen of these countries—and I have traveled 
abroad a fair amount over recent months and years—I think that 
most of those countries abroad would like to take a lot more stuff from 
us than they are taking, and the reason that they do not take it is 
because they cannot pay for it. 

Senator Matonr. Well, that is the reason I do not have an extra 
automobile. 

Mr. Jennrinos. Yes. 

Senator Marong. I think 

Mr. Jennines. That is their problem, too. 

Senator Matonr. Yes; sure. I think that there are two ways for 
2 nation to have a shortage of that money. One, of course, is just like 
an individual if he persists in spending more than he makes each 
year. And the second one is that they fix a price on their money in 
dollars above the market price. And you know that is customary in 
Europe. Therefore no one will pay it but what I call a dumb Congress, 
and Congress will pay whatever they set on it, and give them money. 
But no individual would. He could not. His banker would not let 
him. 

Mr. Jennings. You are talking about the black markets over there ? 

Senator Matone. Well, I am talking about what they set as the 
market. But the black market is more or less what it is really worth. 

Take, for example, one of the South American countries. I am 
very sympathetic with all of their operations there, because [ take 
it for granted that the leader believes that he is doing what he has 
to do, and one of them has a price of 190 units of his money for 
“1, and a dollar is worth 1,800. So it is not a very good investment 
climate, but nevertheless he considers it necessary, that is, that country 
considers it necessary. 

Then on that basis they think that they ought to get money from 
here, either through the Export-Import Bank or in some other manner. 
isut when those nations are doing those kinds of things and know 
themselves that they are doing it, how could they consider it an 
unfriendly act if we give them equal aceess to our markets but no 
advantage ? 

Mr. Jennrines. Well, I do not think I can add to what I have said 
before, that any restriction, if imposed, is going to be regarded in 
some degree as an unfriendly act. It may or may not be justified. 
But that is the way they will regard it. 

Senator Matone. That is what I really meant. You are a business- 
man, and you live in New York? 
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Mr. Jenninos. Yes, sir. 

Senator Martone. There are probably great demands on your com- 
pany for contributions here and there, and maybe when you do not 
make those contributions people think you are very unfriendly. But 
you have to take that chance, do you not? 

Mr. Jennrnes. That is correct; yes, sir. We take the chance 
frequently. 

Senator Martone. Of course, you do. In other words, you have 
to do what has to be done on a business basis, and if someone mis- 
understands it, in order to survive, you just have to take that tongue 
lashing. 

Well, Mr. Chairman, I think that the witness has made a very clear 
statement. His position is very well outlined, and I have no more 
questions. 

The Cuarmman. Thank you very much, Mr. Jennings, for your 
contribution, sir. 

Mr. Jenntnes. Thank you, Mr. Chairman. 

The Cuarmman. Mr. William Tracy, International Secretary- 
Treasurer of the United Brick and Clay Workers of America. 

Mr. Durr. Mr. Chairman, due to the lack of voice of the Secretary- 
Treasurer of the United Brick and Clay Workers of America, Mr. 
Tracy, who is in the room, I, Nathan Duff, the general counsel for 
the organization, will make the presentation. 

The Cuatrman. Will you give your name? 

Mr. Durr. Nathan Duff. 


STATEMENT OF NATHAN DUFF, COUNSEL, UNITED BRICK AND CLAY 
WORKERS OF AMERICA, A. F. OF L. 


Mr. Durr. The sole aim and purpose of the United Brick and Clay 
Workers of America in appearing before this committee is to plead 
for the economic life of an industry in which our members are 
employed, which will inevitably be strangled if the Reciprocal Trade 
Agreements Act is extended. 

The dinnerware and art pottery industry of America is at the 
threshold of extinction, and will extinguished unless the act is 
permitted to expire. The term “dinnerware” encompasses earthen 
and china tableware and the term “art pottery” describes lamp bases, 
vases, flower containers, candy jars, bowls, figures, and the like made 
of earthenware and chinaware. 

If this industry is further strangled by legislation and trade treaties, 
and it is denied relief through established procedures, thousands of 
employees, both skilled and semiskilled, will be deprived of their 
livelihood; the millions invested in plants and equipment will be 
worthless; the economic interests of the butcher, the baker, the sup- 
plier and the distributor will be adversely affected to a material de- 
gree and in general, immeasurable harm will be imposed and suffered 
without the slightest benefit to the foreign welfare of this country— 
the avowed aim of the extension act. 

That our fears are not fancied is demonstrated by statistics of rec- 
ord with the Tariff Commission and with the Committee for Reci- 
procity Information. 
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Eighty-six percent of the china dinnerware purchased in the United 
States is imported. Seventy percent of this comes from Japan and 
the remainder from Europe. 

And I might depart from the statement to say that as of January 
1, 1948, the imports from Japan were nil. 

The wage scales in the foreign country producing such wares range 
from one-third to one-tenth of those paid the erican workers. 
The item of wages in this industry represents approximately 65 per- 
cent of production costs. These labor costs exist despite the fact 
that mechanization and automation, wherever practical, has already 
been achieved. No amount of ingenuity nor mechanization nor work- 
men’s productivity will ever be able to place this industry in a rea- 
sonably competitive position with foreign producers. 

The domestic chinaware industry produced 728,000 dozen pieces 
of tableware in 1947 and 800,000 dozen in 1954. 

This negligible increase, which represents about 1 week’s work for 
the employees in the industry, is the more significant because it oc- 
curred during the period of a vast home-building program which 
created an enormous market for household furnishings of all types, 
including dishes. While the furniture and household appliance in- 
dustries have increased the manufacture, display and sale of those 
particular domestic wares during that period by more than 300 percent, 
the display and sale of domestic dishes became, and are still becoming, 
proportionately less as each day and month passes, 

An examination of any newspaper carrying advertisements of dishes 
will reveal that sales outlets are emphasizing and reemphasizing the 
savings that can be effected by the purchase of Japanese- or British- 
made wares. 

The ever-increasing sales of imported dinnerware has resulted in 
decreased man-hours worked, in decreased employment, in decreased 
earnings, in decreased purchasing power, in decreased tax payments 
and in increased relief benefits of various sorts. In short, reciprocal 
trade agreements, as they have affected the dinnerware industry, 
have been the sole and exclusive cause of the injury and harm sus- 
tained by this segment of our free enterprise system and by the 
thousands of our people who have, and will continue, to depend 
thereon for their livelihood. 

The status of the art pottery industry is equally distressing. In 
1946 the total domestic production of art pottery amounted to $50 
million; in 1948 to $30 million; in 1950 to $25 million; in 1953 to $20 
million, and in 1954 it reached the dangerous depths of $18 million. 

If the act is continued, it is safe to expect that the total production 
in 1955 will show a further substantial decline and we ee good 
reason to fear that the industry will be totally destroyed by 1958 when 
the production and sales of the vast majority of individual manufac- 
turers will have dropped below the break-even point. 

During the years 1946-54, as a result of free trade and cheap labor, 
imports have steadily increased until that total, in the latter year, 
was approximately $25 million. 

Based on statistics, experience, and the results that must flow from 
the ever-increasing activities of sales outlets which concentrate on 
selling the cheaper Japanese and British products, it is safe to estimate 
that the total imports of art pottery for 1955 will be between $28 
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million and $30 million and if our prosperity continues, the total 
should exceed $35 million in 1958. 

At the present time, art pottery imports equal 130 percent of the 
entire domestic output. If our domestic production should drop to 
$15 million as we fear, because of the anticipated imports between now 
and 1958, then it is obvious that the imports will equal 230 percent 
of the entire domestic output and survival will be impossible. 

This saturation of the American market has been accomplished, we 
reemphasize, under prevailing tariff rates, which is the most convinc- 
ing proof that reduction in tariffs is unneeded to stimulate imports of 
these wares. 

Since the great bulk of art pottery is produced in California, the 
depressed conditions prevailing in that State are representative of the 
entire domestic industry. 

In 1946, California sold $25 million of art pottery and, in 1954, this 
dropped to $13 million, or a decline of approximately 50 percent. 

In 1946 there were 600 plants in that State devoted to the manufac- 
ture of such wares and in 1954 there were only 200 plants, a decline of 
6624 percent. 

In 1946 there were approximately 6,000 skilled and semiskilled 
workers employed in the art pottery industry in California and in 
1954, there were only 2,500 so employed, which represents a decrease 
of about 60 percent. 

Unless some relief is had, we are fearful that during the next 3 years 
the number of plants in California will be cut by at least half and 
that many of the remainder will be compelled to cut wages to meet 
the break-even point. This decrease in plants necessarily means more 
unemployment and more relief. 

Our oppenents contend that there are various protective legislative 
devices to which we might resort for relief, but they overlook the fact 
that we have resorted thereto without success. We refer specifically 
to the “no injury”, the “peril point” procedure for setting tariff rates 
and the “escape clause” for raising duties which have inflicted serious 
injury on American business and workers. 

The “no injury” rule sets forth the principle that under the Trade 
Agreements Act, no tariff reduction or other concession “shall be per- 
mitted to continue in effect” when it has led to imports” in such in- 
creased quantities either actual or relative’as to cause or threaten 
serious injury to the domestic industry producing like or directly 
competitive products.” 

The “peril point” provision sets forth a specific procedure to be 
followed prior to negotiation of any trade agreement. The Tariff 
Commission is authorized to set peril points on any item subject to 
negotiation below which, in their opinion, a lower rate would mean 
serious injury to domestic producers. The President is not obligated 
to observe these peril points in negotiating a trade agreement, but if 
he chooses to go below this level, he must report his reasons to peperes 

The “escape clause” provides a means whereby anyone adversely af- 
fected by a tariff reduction can petition for an increased duty. 
Upon the application of domestic producers, the Tariff Commission 
must hold a public hearing to determine whether or not an existi 
tariff has caused imports of a particular commodity “in such bocidaiol 
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quantities, either actual or relative, as to cause or threaten serious in- 
jury to the domestic industry producing like or directly competitive 
products.” The Commission must make a report on this issue not 
later than 9 months after the application is filed. If the Tariff Com- 
mission finds that “serious injury” has resulted, it can recommend 
changes in the duty or the imposition of quotas. Its recommendations 
are forwarded to the President who is not obligated to accept them, 
but, if he does not, he must state his reasons to Congress within 60 days, 
at the same time making public the report of the Tariff Commission. 

Let the record reveal the results of these protective devices. 

As indicated, the industry is being slowly strangled. Its total ex- 
tinction is merely a matter of time. During the past 13 months, the 
dinnerware and art pottery industries of this country —ewes before 
various governmental agencies to support their right to live, to operate 
and to function. Within the past few months they appeared before the 
Tariff Commission and submitted substantiated evidence that foreign 
imports, at existing rates of duties, have been the sole and exclusive 
cause of the strangulation of this industry. 

Despite the uncontroverted facts and evidence that there has been a 
decline in production, in sales, in plants, in employment, in man- 
hours worked, in earnings and returns, due to the ever-increasing im- 
ports produced by cheap labor, and the prospect that the industry will 
be extinguished, the Tariff Commission has seen fit to deny industry’s 
application based on the foregoing protective devices. 

That the escape clause is without force or effect, from the practical 
standpoint, is best demonstrated by the record of the Tariff Commis- 
sion. Under the law, a total of 51 cases have been decided. Of these, 
36 have been turned down by the Tariff Commission itself, while of the 
remaining 15, the President has adopted the recommendations in only 
5 cases. Of these 5 cases, 2 applied to manufacturing industries, name- 
ly, women’s felt hats and watches, and the other 3 applied to clover- 
seed, dried figs, and hatters’ furs. This, sirs; we submit, is full answer 
to the contention that this industry can obtain relief under the devices 
aforestated. 

In giving consideration to our plea, we trust that the commitee will 
give thought to these facts: 

(a) The United States has a more liberal trade policy than. most 
other countries of the world, and I might add that that is so even 
under the so-called reciprocal trade pa icy. 

(>) Our tariffs are now among the lowest 

(c) American workers are paid 3 to 10 times as much as foreign 
workers. 

(¢) Cheap imports based on low wages do not benefit the Ameri- 
can economy if the same type of goods are made here competitively 
by high-wage labor. 

(e) Genuinely efficient competition demands that competitors be 
placed on an equal footing. 

(f) Where lower foreign wages place our manufacturers at a 
marked disadvantage, all, or a major part, of this should be made up 
by a tariff on the imported product. 

(7) Tariff rates on foreign products which are also made in the 
United States should produce as much revenue as the Government 
collects in taxes when these products are made in this country. 
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(h) American concessions under the reciprocal trade policy have 
not been reciprocated by equivalent concessions from other nations. 

In order that equity might be rendered to the dinnerware and art 
pottery industry and to others similarly situated, we respectfully sug- 
gest that legislation be recommended and adopted whereunder quali- 
fied agencies might make a product-by-product or industry-by-in- 
dustry investigation to determine the extent of any necessary adjust- 
ment in tariff rates and that these adjustments be imposed under con- 
gressional supervision and not under the supervision of the State 
Department. 

We might add that we have inserted this because we, this industry, 
have suffered most under the free-trade policy. 

This industry has stated to the House Ways and Means Committee 
in hearings held on H. R. 1 that: 

We seek no Government favors or subsidy nor do we seek a monopoly in the 
domestic market. We ask only the opportunity solely on the basis of our ability 
to meet fair competition. Competition from foreign producers who operate 
under conditions which are wholly illegal in this country constitutes unfair 
competition, 

With these sentiments, we wholeheartedly concur. We beg that 
the economic life of the dinnerware and art pottery industry be saved 
in order that our people might continue to earn a livelihood. This 
can be accomplished if the Reciprocal Trades Agreement Act is per- 
initted to expire. 

‘Fhank you. 

The Caarrman. Thank you very much, sir. 

Any questions, Senator Kerr? 

Senator Kerr. No questions. 

The Cuarmman. Senator Barkley ? 

Senator Barkiey. Is your organization part of the A. F. of L.? 

Mr. Durr. Yes, the United Brick and Clay Workers of America. 

Senator Barkiry. It has endorsed the extension of this law? 

Mr. Durr. No. The A. F. of L. has. This is the United 

Senator BarKiey. I mean, the A. F. of L. has? 

Mr. Durr. The A. F. of L. has. 

Senator BarKiey. You do not agree? 

Mr. Dorr. No, sir. 

Senator Barxiry. Did you present your views to the A. F. of L. 
in regard to this matter? 

Mr. Durr. No, we have not had any convention or any manner or 
means or opportunity to present it. They were kind enough to obtain 
this time, and we notified them that our views and their views were at 
variance. 

Senator Barkiey. All right. Thank you. That is all. 

The Craimman. Senator Malone? 

Senator Martone. I have watched the operations of the A. F. of L. 
for many years, Mr. Duff, because I am very much interested in their 
organization, as I have long believed that if there is any representa- 
tion of labor on the conservative side, it would be the A. F, of L. I 
could be mistaken about that. There may be many other organiza- 
tions. But I have watched it closely, and I have noticed that prac- 
tically every year they get a little closer to repudiating the 1934 Trade. 
Agreements Act, but they have never quite reached that point. What 
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they do do is to say that they favor reciprocal trade, but it: must not 
do damage to the wage living standard in this Nation, or words to 
that effect. 

Is that not about the way they endorse it ? 

Mr. Durr. Senator Malone, may I say this, that in the American 
Federation of Labor, there are approximately 111 international 
unions. All of us economists 

Senator Matone. International unions? 

Mr. Durr. International unions. 

And the American Federation of Labor is a confederation of us all. 
We, of course, have the right—they have no control over our right 
of speech or right of thought, and we all find ourselves in disagreement. 

Now, we might say that we are fully cognizant of the history of 
the tariff movement. We are fully cognizant of the origin and devel- 
opment of the free trade or reciprocal trade agreements. We are 
fully cognizant of the speech of the President on January 10, and 
we know what the aims and views are of the administration and of 
those proponents of the extension of this act. 

But we feel that we have been unjustly dealt with in this particular 
industry because while we were a very thriving industry, even in the 
thirties, during the depression, we are gradually and slowly being 
strangulated and extinguished. We perhaps might disagree with the 
American Federation of Labor because our selfish interests are at 
stake in this case. 

Senator Martone. Well, you are saying that the A. F. of L. has 
become an international organization ? 

Mr. Durr. No, no. 

Senator Martone. In effect? 

Mr. Durr. Well, it has certain—— 

Senator Martone. In other words, they have interests in foreign 
countries as well as here. 

Mr. Durr. It has certain international interests. No. We call our- 
selves international amions because we represent people both in the 
United States and Canada. 

Senator Matonz. You are talking about the A. F. of L.? 

Mr. Durr. No. We are talking about the United Brick and Clay 
Workers of America. 

Senator Matonr. Well, there is not very much difference, not so 
much difference, between the wage standard of living in Canada and 
this nation as in other nations, is there ? 

Mr. Durr. No. We have protected that, Senator Malone. We 
are operating there. Weare promoting that. The American Federa- 
tion of Labor does have international interests. 

Senator Matone. But is that the thing, then, that keeps it from 
taking up for the interests of the domestic workers ? 

Mr. Durr. No. 

I think that although I cannot speak for them, their views are, 
if they can raise the standard of living in foreign countries, it will 
be helpful to all workmen throughout the world. 

Senator Martone. There is no question about that but what do you 
think of that approach without any safeguard as you go along?! 
What do you think about the approach of the continual lowering of 
tariffs without safeguards on the part of domestic workers? 
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Mr. Durr. We strenuously oppose the constant and continuous 
lowering of tariffs without safeguards. Here is a perfect example: 
When are you going to stop? You have strangled us. You have 
strangled us on the ground that you must render economic assistance 
to a defeated nation like Germany. 

If you strangle other industries as you have strangled us—and. 
I ask again where will it stop? Assuming you permit the importa. 
tion of ory that will hurt automobiles and steel and coal and 
chemicals, then we in turn will become a communistie nation because 
those people must depend upon somebody for a livelihood. If they 
can’t beocnt on the free enterprise system they will have to depend 
upon Government. 

Senator Matone. As a matter of fact—you look to me Mr. Dutf 
like a man who has done some work in your lifetime. 

Mr. Durr. I have, sir. 

Mr. Matons. When you come right down to it is there any wiy 
that you can protect American workingmen and investors except 
on the principle of having that “duty” as the Constitution calls it, 
act as evener and adjust the difference between the living standard 
here, and the chief competitive nation, on the basis to give you a free 
and competitive market? Is there any other way to do it? 

Mr. Durr. I see no other way. 

Senator Matone. In other words you can give lipservices to the 
proposition that you will raise wages all over the world—I don’t 
know if you have seen any of these thin nations but I have seen all 
of them except behind the Iron Curtain and Russia and in half the 
world they have no living standards, at all. They do not understand 
our understanding of a capitalistic system or a living standard. 
We give lipservices to it here in this country that we are dealing 
with them on this basis and they don’t know what we are talking 
about. When a man doesn’t know where he is going to sleep at 
night and when he gets insufficient wages to have a standard of 
living for his family, he doesn’t know what you are talking about 
by having curtains on the windows and maybe paying on an auto- 
mobile or a television set or something. He wouldn’t understand 
that; would he? 

Mr. Durr. No, sir; and I am well aware of that. 

Senator Matonr. All we do is to mouth those things. When you 
come down to cold turkey, how are you going to hold your standard 
of living out when you live on a product that everybody knows 
can be produced at half price in 2 or 3 different locations in the 
world, and with cheap water transportation brought in here? Except 
to have a principle laid down by Congress to some agency of the 
Congress, that they shall see to it, on a flexible basis, that you are 
protected on a difference between reasonable cost here, and the reason- 
able cost in a competitive nation, and keep it adjusted to that basis— 
how else can you do it? 

Mr. Durr. There is no other way. 

Senator Martone. Lets just you and I, regardless of what anybody 
else does, cut out the flowery stuff that raising the world standards is 
going to help you. If you lower that duty, as the Tariff Commission 
was di to do in 1930, when the chief competitive nation raised 
its wage standard of living, and to that extent, then when they live 
about like we do, it is automatically free trade; isn’t it? 
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Mr. Durr. Oh, yes. 

Senator Martone. Then isn’t that our objective, yours and mine, 
just like it is of those theorists—that we want free trade but we 
want to keep high our standard of living while we are bringing it 
around? Isn’t that the only difference? 

Mr. Durr. That is absolutely right. 

Senator Matone. I worked in a glass factory one time. It has 
been quite sometime ago, but the way we stayed in business was on 
account of that duty. 

What do you say, Mr. Duff, to the statement that sounds good to 
maybe everyone in every industry and to 98 percent of the population, 
that the consumer is entitled to the cheaper price if an article is being 
made in some portion of the world cheaper? If they can do that 
cheaper than we can do it here isn’t the consumer here entitled to 
the saving? What do you say to that? 

Mr. Durr. Senator, we of course have a deep interest in the con- 
sumer because he is the trade unionist, but we feel this, that where 
the consumer has received wage increases and benefits on the basis 
of certain products costs, we don’t feel that he should turn about and 
say that he receives $20 a day or $10 a day and then try to buy a 
Japanese product when he was receiving an increase to buy an Amer- 
ican product. 

Senator Martone. If you follow that through to a logical conclusion, 
which no one seems to do, and everyone abides by the result, 5,000 
or more industries need this duty. If the duties are removed to a 
certain extent so that the consumer gets it cheaper, these people who 
are working in all these industries are the consumers, aren’t they ¢ 

Mr. Durr. That is right. 

Senator Matonr. So if they lose their jobs as part of your people 
have, it doesn’t matter how low the price is, does it ? 

Mr. Durr. That will be the inevitable result, sir. 

Senator Martone. As long as people could come to Washington and 
get a tariff on what they sold and free trade on what they bought, 
which has been the position of practically everybody for a long term 
of years, they cata alate in business, and if they had free trade on 
the raw material they use, to that extent they benefited, didn’t they? 

Mr. Durr. They would benefit. 

Senator Matone. If it is carried through to its logical conclusion, 
they all fall on their face, don’t they. 

Mr. Durr. That is right, sir. 

Mr. Matonr. What do you say to the statement made by Mr. Taft 
and Mr. Hoffman here that there should be a continuing reduction 
of the duty, or the protection, or that difference that ends the com- 
petition between domestic standards of living and the foreign stand- 
ards of living in that chief competitive nation, a reduction even below 
that difference, to make American producers more efficient? What, 
Mr. Duff, is your idea of that theory! 

Mr. Durr. Well, Senator Malone, protection is the complete an- 
swer to that. In our present industry we have all the mechanization 
and automatic machines that human ingenuity can devise. With re- 
gard to productivity, we have the very highest per man-hour and 
woman-hour. We are doing everything in the world to ge a fair 
share of the market. During these past 7 years we have found that 
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we are close to the point of demise. We don’t hope to last very 
much longer under this free-trade policy. 

Mr. Matone. Your competitors in Japan and elsewhere, at least 
when they put up their new plants, have the same machinery you 
have, don’t they ? 

Mr. Durr. Except in Japan, according to our reports, the china- 
ware, earthenware, and art-pottery industry more or less disappeared 
during the course of the war. Now they are very adaptable to both 
mechanization and to work at almost any trade. Just as much 
perhaps, as the Germans are. Now, since the war, earthenware and 
chinaware and art pottery are produced in the homes, and these people 
have been trained over a short period of time, so they are not using 
machines as we use machines, and they are producing just as good a 
product. Where our machines will produce thousands of pieces a 
day, it will take them 300 or 400 days for the family to provide the 
same amount, but that thousand pieces, which means nothing to our 
manufacturer, means a year’s bread and butter to the whole family 
over there. 

Senator Mavone. And they can do it cheaper because of the very 
low standard of living. 

Mr. Durr. Very. 

Senator Matone. What I meant really was in the general run of 
industries. Now, any mills or plants or production machinery that 
goes to foreign nations that American producers install there is gen- 
erally the best machinery because it is the latest installation, isn’t that 
true? 

Mr. Durr. That is true. 

Senator Martone. I have visited most of them—not most of them 
because that would be impossible, but I have visited them in every 
nation and I find that to be true. You send the best engineers in 
the world and economists and others to set these things up and they 
don’t buy second-hand machinery. They buy machinery and put in 
assembly lines, or their superintendents and foremen, and train these 
workers and as far as Japan or England or Scotland or anyone of 30 
or 40 other nations are concerned, those people are just as efficient as 
your people once they are trained. 

Mr. Durr. That is right. 

Senator Mavone. And it doesn’t take too long to train them. 

Mr. Durr. The Japanese working ontheir machines receive between 
one-fiftieth and one-tenth the wages our mechanics receive, per day. 

Senator Matone. Further these men said, Mr. Hoffman and Mr. 
Taft, that any business that couldn’t survive this continuing lowering 
of the tariff—gradual lowering—they are good enough to confine it 
to the gradual lowering—probably couldn’t survive anyhow and 
would go out of business. What do you think about that? 

Mr, Durr. I think somewhere along the line there will be a point 
of diminishing returns. They will survive perhaps to a certain point. 
But when you take into consideration the cheaper labor of those coun- 
tries, I don’t see how some of them can possibly survive too long. 

Senator Matong. It is like the miner gutting his mine. When he 
is through he has no property. 

Mr. Hoffman also said the pottery makers in California are pros- 
perous. He knew that. I didn’t personally know whether they were 
or not. I was interested in what you said about it. 
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Mr. Durr. The pottery makers in California, what remains of 
them, are fairly prosperous to the extent that they get 25 and 42 
weeks work per year. Their wages are high. There is no question 
about that. 

Senator Martone. What proportion of them are there now as com- 
pared to what there were 2 or 3 years ago. 

Mr. Durr. In California in 1946 there were 6,000 in the art pottery. 
Today there are 2,500, but prior to the war—and we couldn’t furnish 
you the war years but prior to the war and during 1939-40, California 
had reached eight or nine thousand in that and there has been a 
steady decline. 

We venture to say that the 2,500 will be cut in half during the next 
2 or 3 years. 

Senator Matone. What you have just said to this committee is that 
Japanese, if there is no evener in the domestic and foreign production 
costs, can meep any of this material that they are making there, and 
do it cheaper ¢ 

Mr. Durr. That is correct and I might add this, Senator, that some 
of the industries appearing before this committee have suffered from 
» to 30 percent at the most. We have suffered to the extent of 86 
vercent. 

Senator Martone. Where are you located. 

Mr. Durr. My home is in New York but I get out to California 
quite frequently. 

Senator Matong. How about the pottery makers in Ohio? 

Mr. Durr. We have given, you will remember, figures of California, 
but the art and china industry in the remainder of the country— 
California is the largest—has suffered to the same extent. Perhaps 
a little bit more than California. Ohio has declined. Some of the 
few plants that were in New York State are going out of business. 
We have a china plant in Trenton, N. J., the Spingle Co., which makes 
a very high type ware. That isan extremely luxury item. Asa matter 
of fact they guard their seconds so carefully they won't let them out 
and it is only the very wealthy who can afford it, you might say. 

Our chinaware and pottery industry has declined because of this 
trade policy. 

Senator Martone. Providing you are keeping up your production 
and you say your producers have kept up in the best machinery and 
best methods and are trying to keep ahead in that regard, and your 
workers are efficient—when you lower this duty below that differential 
of the wage living standard and taxes and other considerations of 
doing business here and abroad, below that level of a competitive basis, 
is there any way to stay in business except to lower the wages or write 
off the investment to match it, or both? 

Mr. Durr. Of course, that is the primary purpose of our being here. 
The first thing that the manufacturer will do—and he will be com- 
pelled to do it, and we see the wisdom and need for it, will be to lower 
our wages. : 

Now most of our people are living on a day-to-day basis depending 
upon a wage of approximately what they are now receiving. You 
can well see the harm that will befall a segment of our industry if 
our wages are cut. Se : 

Now if the unions were so adamant or arbitrary as not to permit 
the reduction of wages then the manufacturer must go out of business. 
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Senater Mavone. But if they are raising families, and most all of 
our workingmen are, they have a standard of living so they can keep 
their children in the same kind of a school that most everyone else 
sends their children to, they buy in the same grocery stores and eat 
much the same kind of f as those in a higher bracket. 

If they do lower their wages, what does it mean to a community ? 
What is the answer to it? If they are so established, paying for a 
house and everything else, they just say “we'll take lower wages rather 
than to move.” What does it mean in the community and the standard 
of living? 

Mr. Durr. I am rendering an opinion that it undermines the com- 
munity. Their children can’t go to college; they can’t buy the same 
groceries that they bought before; they can’t maintain an automobile; 
they can’t pay their rent; they can’t buy the clothes or the furniture 
and so on and as a result of that, all the lower and everybody depend- 
ent throughout the chain must suffer. 

Senator Martone. I have before now probably been a little more’ 
positive than I should have been, but I have said that this kind of an 
act, that takes in all these factors—and I say an international leveling 
of standards of living, which is exactly, in my opinion, what it means 
could be called a conspiracy to destroy the workingmen of America, 
and the small investor. The small investor can be classed as one who 
either on account of his size or the nature of his organization, cannot 
go abroad and build a plant behind a low-wage curtain and import 
the stuff here. 

Mr. Durr. If you are asking me to agree, I can’t go along that far 
because I think—rather I should say I can see the reason for the 
argument and contentions of my opponents, but I say that our argu- 
ments are sound. We have had a long period of experience under the 
free-trade policy. We have had long experience under the protective 
tariff and I think it is time to perhaps strike a middle eek 

Senator Martone. How can you have a middle road, now? This 
is the thing I’d like for you to tell me. Where is the middle road 
between a principle of fair and reasonable competition, lowering that 
flexible import fee as the other nations come up in their standard of 
living, wages, or costs, pointing toward the final objective of free 
trade, and this 1934 Trade Agreements policy! That policy is a 
meshing of the different economic factors here in the judgment of 
one man or a group of men, and international political considera- 
tions—just how would you modify the principle? 

Mr. Durr. When I speak of the high tariff, I am speaking of the 
barrier tariff. 

Senator Matone. Do you know of any? 

Mr. Durr. I am talking of the exclusionary tariff, of old. 

Senator Matonge. What were they? I am as old as you are. 

Mr. Dorr. I think history reveals that there were many exclusion- 
ary tariffs. 

Senator Martone. Have you studied it? 

Mr. Durr. Yes; and I think as time went on, as they lowered the 
rates, it didn’t harm our industry or our country a bit. 

Now, I feel this way: The American manufacturer is ready to meet 
competition. We are not—— 
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Senator Matonr. Let me say to you, in 1912 rates that were fixed 
under the bill worked all right, until the war came along, but when 
the war came along you had to have an act of Congress to adjust the 
rates to a fair and reasonable basis, didn’t you ? 

Mr. Durr. Yes. 

Senator Martone. Now, in 1930, when you changed some principles 
of the act and you put in or emphasized a flexible duty, or tariff, if 
a tariff was too high, they had orders from Congress that they could 
bring it up at any time and adjust it up or down, did they not, on that 
fair and reasonable basis? 

Mr. Durr. Yes, sir. 

Senator Matonr. Now, how would you change the orders to a 
tariff commission to do that and keep it in adjustment, in order to 
bring about this middle-of-the-road thing that you are talking about? 

Mr. Durr. You take under our present system. If the Tariff Com- 
mission attempts to make adjustment it is only a recommendation by 
which the President need not abide. And he has other overriding 
considerations—foreign welfare and foreign entanglements and for- 
eign policy. 

Senator Martone. Are you in favor of that? 

Mr. Durr. No, I am not, sir. 

I feel as though Congress and the Senate are just as responsive to the 
welfare and to the will of the American people as the executive branch 
of the Government. 

Senator Matone. It could be they are a little more responsive be- 
cause J represent every precinct in Nevada. My good friend from 
Oklahoma represents every precinct in Oklahoma and over in the 
House they have Congressmen who represent every precinct in Nevada 
and Oklahoma. Is that true? 

Mr. Durr. That is true, sir. 

Senator Mauonre. We know perhaps more about it than a State 
Department that mostly is interested in a group that confines its 
interests to international affairs. 

Mr. Dorr. I agree. 

Senator Matonr. When you give this power to a State Depart- 
ment that is trading a part of the jobs and a part of the investments 
of this country to buy some agreement in international affairs, are an 
not violating the spirit of the Constitution of the United States 


Mr. Durr. I think you are violating the spirit of the form of gov- 
ernment that we have and of the Constitution, yes, sir. 

Senator Martone. I agree with you. You have to be for one prin- 
ciple or the other, fair and reasonable competition, and adjust that 
to the best of human ability, or you have to be for a grou of men, 

or t 


or one man to use his own judgment as to what is best world. 
You have to be one way or the other, don’t you? 

Mr. Durr. That’s right, and I favor the congressional form. 

Senator Martone. You favor the fair and reasonable competitive 
basis. I think that is very clear. 

I do not see how a working man can say anything else, do you! 
For his job goes first. 

Mr. Durr. That is our first concern, Senator. 

Senator Matonr. How, then, can a workingman be for the 1934 
Trade Agreements Act. I ean see how people who have plenty of 
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money for investments abroad, or who are brokers and get an override 
on imports or exports coming through a port, where he makes his 
money no matter what happens, until the whole thing is destroyed, 
can favor it. I think it is shortsighted at that, but I can see a man 
whose interests are abroad can temporarily be for this 1934 Trade 
Agreements Act. But how can a workingman who is utterly de- 
stroyed, if he has a home or he has children or anything at all, when his 
job is gone? 

Mr. Durr. Well, let me say implied in your question, you attempt to 
solicit from me or elicit from me some criticism, perhaps, of the stand 
of the American Federation of Labor. I am not inclined to criticize 
their position, but from our position, we feel that the primary concern 
of the individual— selfishly, under national law, or for any motive, 
is his own welfare. 

Now, I think this: I think his own welfare is subject, of course, to 
the security and welfare of the Nation. 

Senator Martone. Well, you can take your children and put them in 
the Army and all that sort of thing and we think that, too, but we also, 
some of us, believe that the way to build a strong economic structure 
here is on principle. So that someone can go to you and say, “Now, 
according to the engineers and economists and all these factors, I want 
to sell you $2 worth of stock in this Peagane there is a chance to get 
your money back and make some money, because all we have to worry 
about is domestic competition. The Congress of the United States has 
given orders on a principle to the Tariff Commission to even the foreign 
competition with the domestic, so we don’t care what they can do in 
Rumania, all we have'to do is watch the entire area in the United 
States and if we can compete with them we can make some money.” 

Isn’t that the way you get people to go into business ? 

Mr. Durr. Oh, yes. 

Senator Matonz. How can you do it otherwise ? 

Mr. Durr. You don’t do it otherwise. 

Senator Matone. So, I say to you—I am not trying to criticize the 
A. F. of L. or any other, but I have criticized a man by the name of 
Reuther who comes out for free trade, because I think he will be 
riding in an automobile of a foreign make down the middle of the 
street in Detroit one of these days, waving to his unemployed workers 
on the sidewalk. I think that is what will happen to him, just like 
if you had free trade in the crockery business. i foreman or a head 
of your union—he can set up there and maybe he will have money 
enough to buy something to ride in, but he will be talking to people 
who are not working, won’t he? 

Mr. Durr. Except these subject to the whims of the electorate, 
Senator, like you and I are. . 

Senator Martone. A man who owns a plant can get out sometimes 
with enough money to invest in something else and a man who is the 
head of a great union sometimes can do something else if something is 
destroyed. A man down there working with his hands doesn’t have 
~ er out, does he? 

. Durr. That’s right, sir, and that is one of the reasons we come 
here. Our people have devoted many years to laboring in this in- 
dustry—china and dinnerware. Once they go out of work, they can’t 
quality for employment in other plants. me of them have 30 or 40 
years of seniority. They are through. 

59884—55—pt. 335 __ 
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Senator Martone. Of course you and I know that. We have worked 
with our hands and we know when you put in 10 or 15 years in one 
industry and you learn it and you know how to make something, that 
you haven’t time to go out and train yourself in some entirely new field. 
With your children in school and a family to support, you haven’t 
time to be an apprentice for 3 or 4 years some place else, have you? 

Mr. Durr. No, sir. 

Senator Martone. Then the State Department has advanced the the- 
ory for several years that Congress appropriate money to move you 
fellows from one area to another and train you for another job. It 
seems to me that is the way they do it in Russia, isn’t it? 

Mr. Dorr. I think that is what they criticized the previous admin- 
istration for, for creeping socialism, and I see it is a continuing thing. 

Senator Matone. It continues to creep. It may be reaching a gal- 
lop, here, if this thing goes over for 3 years. 

Now, do you see any difference—and I have paid considerable at- 
tention to this question—in free trade or lowering these duties below 
the differential between the wage standard of living here and abroad— 
do you see any difference in the importation of the cheap labor goods 
and the er of the cheap labor, itself, in the long run, thinking 
it through ? 

Mr. Durr. I don’t fathom the part-of your question concerning the 
importation of cheap labor. 

Senator Matone. In other words, you are bringing in crockery pro- 
duced by cheap labor. 

Mr. Dorr. Yes. 


Senator Maton. Do you see any difference between that and bring- 


ing in the labor itself that makes that crockery elsewhere, and let 
them make it here if you are going to let the products come in freely? 
What is the difference? 

Mr. Durr. Once they reach here they are not cheap labor anymore, 
they get the American standard of labor price, but I think I see your 
point that it should open the doors to the cheap labor making it on 
the other side. 

Senator Martone. What difference does it make whether it is done 
in Japan, except the cheap water transportation or whether it would 
be done in California, moving the workers over there. 

What is the difference ? 

Mr. Durr. Well, we wouldn’t have to move them over, Senator 
Malone, if we just permit this to continue. Our American workers 
will be the cheap Taber. 

Senator Matone. Then you agree with me. In the final result there 
is no difference. 

Mr. Durr. That is right. 

Senator Mavone. If you had one State located in the middle of this 
Union that could maintain 19 cents an hour labor—let us assume that 
people would do it. And, all the other States had the $2 labor or 
$1.50 labor, what would be the difference except for cheap water trans- 
portation, and having them located in a foreign nation 

Mr. Durr. You have that very situation right now. You have that 
with Puerto Rico. More and more industries are moving to Puerto 
Rico and what happens? You take our industry: Th ve estab- 
lished a 40-cent rate for our industry in Puerto Rico. veral plants 
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are opening up. People down there are making 40 cents and getting 
hard cash for the first time in their lives. As soon as they save a few 
dollars they come to America. That is one of the reasons New York 
has quite an influx of the inhabitants of Puerto Rico and will con- 
tinue to have more. And strangely, they feel perfectly satisfied if 
they can get 50 cents an hour, here, and they are beginning to undercut 
our wage right now and they are right here in the middle of America. 

Senator Matonr. There is no difference. All these other nations 
are put in the same category, that they can bring the cheap labor stuff 
in here—one is just about as bad as the other, isn’t it ? 

Mr. Durr. It is just about the same. 

Senator Maronr. I have made that statement a lot of times, and 
I really believe it. yo 

Have you ever studied the effect of these extraneous organizations 
like GATT, they spell it with two t’s, General Agreement on Tariff 
and Trade—I think it should be spelled with one “t” and we would 
understand it better, but do you understand how it fits into this 
victure ? 
Mr. Durr. I haven’t given it any study. As advisory bodies, I 
might not make objection, but. where they will influence the domestic 
economic policy of the country, I would certainly—personally I 
would be opposed to the influence they might exert. 

Now, I am a constitutionalist, basically. I think that the Govern- 
ment should be run in the manner the Constitution provides. 

Senator Matonr. In my opinion there ought to be 500 of you clamor- 
ing to go before this committee instead of 3 or 4, because you might 
not be hurt so bad if that were the case. But, if we do not extend 
this act—this is well understood—then the General Agreement on 
Tariffs and Trade of Geneva, which contains 30 or 40 nations who 


sit there with our markets in the pot, in a sucker poker game, divid- 
ing them up between the nations of the world can no longer function. 
If we do extend it, they can function. They say they are goin to 


bring the General Agreement on Tariffs and Trade before this Con- 

ress. I do not believe it. I agree with what Mr. Taft said that we 

ave already authorized the General Agreement on Tariffs and Trade, 
and if we pass this act we have done just that. They will go ahead 
and operate, and the result of their multilateral trade agreements aad 
other agreements wil! be adhered to as they have been in the past, and 
there is no way, except by direct act of Congress, that we can get them 
out of business if we extend the act. If we don’t extend it, everything 
goes bie to the Tariff Commission on the basis of fair and reasonable 
competition. 

Then the trade agreements made already are subject to the Presi- 
dent himself canceling, if he cares to, and that would be by a direct 
communication with the country with which these trade agreements 
would be made. _ You understand, then, they are canceled in a certain 
number of months, whatever the red ment contains. Then 
they go back to the Tariff Commission on that same basis. But their 
first step to get a workingman back with his place in the sun with 
equal access to his own markets is to let this act expire; isn’t it? 

Mr. Durr. We are taking the extreme position because we see no 
hope or remedy in any compromise. 

Senator Matonr. Thank you. 
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Mr. Chairman, that’s all I have to ask him, and I hope more men 
like him come before this committee and let themselves be known. 
Mr. Kerr. Mr. Barnard Townsend. 


STATEMENT OF BARNARD TOWNSEND, VICE PRESIDENT FOR 
FINANCE AND TREASURER, MOHAWK CARPETS, IN BEHALF OF 
HERBERT L. SHUTTLEWORTH II, PRESIDENT 


Mr. 'Townsenp. My name is Barnard Townsend. I am vice presi- 
dent for finance and treasurer, Mohawk Carpet Mills, Amster- 
dam, N. Y., and I am appearing before your committee today in the 
place of Herbert L. Shuttleworth ITI, president, Mohawk Carpet Mills. 

Mr. Chairman and members of the committee, I appear before you 
today as a representative of the Carpet Institute, Inc., the trade 
association of the American carpet industry. This industry directly 
employs over 30,000 men and women, and indirectly furnishes em- 
ployment to additional thousands in the chemical, fiber, machinery, 
and other allied industries. 

In testimony before the Committee on Ways and Means of the 
House, Mr. Steele Winterer, president of A. & M. Karagheusian, 
presented the broad ome of the effect which the legislation pro- 
posed in H. R. 1 would have upon our industry. I understand the 
material presented to the Ways and Means Committee will be avail- 
able to your committee, and I will, therefore, not attempt to cover 
the same material. 

In order to conserve your time, and yet present the very real danger 
facing our industry through this legislation, I would like to call your 
attention to three significant points. 

The first is the arisiotakidile and clear-cut relationship between 
the lowering of tariffs on carpets and rugs under the reciprocal trade 
program, and the alarming rate at which the increase of importation 
of carpets, at prices our induestry cannot meet, has increased. 

Secondly, I would like to discuss with you briefly the competitive 
conditions which make it impossible for our industry to meet the 
prices of the foreign manufacturers. 

Finally, I wish to recommend for your respectful consideration 
certain safeguards against the further lowering of tariff rates— 
reductions which if made could seriously threaten the very existence 
of our industry. 

Prior to the enactment of the reciprocal trade program the duty 
on machine-made carpets was 60 percent ad valorem. This rate has 
been progressively cut. It was reduced to 40 percent, then to 
30 percent, and still later to 25 percent ad valorem, which is the present 
rate. 

Prior to World War II the rate of carpet imports in relation to 
domestic production was approximately one-half of 1 percent. In 
1945 the duty was cut to 40 percent. Despite the fact that European 
producers were just beginning to resume production following war 
conditions, imports had risen to 1.8 percent of domestic production 
by 1948. At this time the duty was lowered to 30 percent ad valorem, 
and by 1951 imports represented a total of 3.5 percent of our pro- 
duction. 

In 1951 the duty was lowered to 25 percent. By 1952 the rate of 
imports rose to 4.2 percent in relation to our domestic production; 
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in 1953 it climbed to 5 percent, and in 1954 represented 5.4 percent 
of production. 

These figures apply to all types of machine-made rugs and carpets. 
It so happens that the Wilton construction accounts for a substantial 
part of the output of our industry. Its association with quality has 
given it wide acceptance by the public. When we consider the Wilton 
weave alone, the situation on imports is even more acute than that 
described above. The rate of Wilton imports to our production has 
grown from 1.6 percent in 1946 to almost 11 percent in 1954. I am 
sorry to say that indications during the early part of this year leads 
us to conclude that the rate will increase even more. For Wilton, 
too, each successive reduction in the tariffs has brought about a pro- 
nounced increase in the rate of imports. Wilton imports, in relation 
to domestic production, rose from 1.6 percent in 1946 to 5.8 percent 
in 1948, then to 6.6 percent by 1951; and since 1951, when the tariff 
was reduced to 25 percent, they have increased sharply to 10.7 percent 
in 1954. 

I have taken the liberty of having these facts visualized for you 
as part of this brief in order to make clear the immediate and seri- 
ously detrimental effect that further reduction in the tariff rates will 
have upon our industry. 

(The information referred to appears on p. 1812.) 

The chart which follows page 3 refers to machine-made carpet 
imports in relation to domestic production under the reciprocal trade 

rogram. The chart on the left includes all machine-made carpet 
imports and on the right, the Wilton carpets. 

Senator Kerr. I wonder if you would explain the difference. 

Mr. TownseENpD. Wilton is a weave construction, Senator. 

Senator Kerr. It is machine-made, isn’t it 

Mr. TownsENnp. Yes, sir; on the loom. The earliest machine-made 
carpet was made on Axminster looms about 125 years ago. The Wil- 
ton loom was developed 25 or 30 years later and was subsequently 
improved by the use of the jacquard mechanism. 

enator Kerr. In other words, it is the name of a carpet that is 
made with the so-called Wilton weave? 

Mr. TownseEnpb. Yes, sir. 

Senator Kerr. Thank you. 

Mr. TownseEnp. These figures show clearly that if imports continue 
to increase at the current rate, they will soon reach such proportions 
as to seriously reduce our production, employment, and earnings. 
Every square yard of woven carpet imported into this country equals 
1 hour’s work for an American workman. In the year 1954 approxi- 
mately 3 million man-hours of work was lost to our employees. Gen- 
tlemen, this amounts to 2 weeks’ work, or 2 weeks’ pay, for each em- 
ployee in our industry. If tariff duties are further reduced, it is 
reasonable to believe that we will experience a rapid increase in the 
volume of imported carpets, which could lead to a completely chaotic 
state in our industry. 

A very significant factor contributing to the rapid rise of imports 
has been the increased hourly earnings of our industry’s employees. 
In 1946 the average wage per hour in our industry was $1. In 1954 
it was $1.74. This is an increase of 74 percent. These increased 
earnings mean that the employees of our industry have been able 
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to enjoy more of the things the American economy can offer them, 
but to us, these increased earni are increased costs which we have 
been able only in part to reflect in the selling price of our carpets. 

Today the wage rates in Belgium, which is the principal source 
of machine-made carpet imports, is 48 cents per hour. The wage 
differential between us and Belgium. is, therefore, $1.26 per hour, It 1s 
impossible for our industry to compete pricewise on products made 
under similar manufacturing conditions with such a tremendous wage 
differential in their favor, and this accounts, to a considerable extent, 
for the rapid rise in the amount of carpets imported. 

Senator Kxrr. In other — you would say in the cost of your 
product, there is a $1.26 a yard differential in labor cost ¢ 

Mr. TowNsEnD. Yes. While our costs have steadily increased since 
1946, tariff rates have decreased during the same period, and thus 
have constantly broadened the gap between the selling price of foreign 
produced and domestic carpets. This has brought about reduced pro- 
duction and resulting unemployment, which has been keenly felt by 
our industry, particularly since the majority of our companies are 
located in small cities, where the entire economic structure of the 
community has been affected. Typical of such conimunities are Free- 
hold, N. i ; Amsterdam; N. Y.; Glasgow, Va; Bloomsburg, Pa.; and 
Framingham, Mass. 

As an industry, we are very proud of the high degree of techno- 
logical advancement and modernization we have accomplished. Since 
the end of World War II over $300 million has been spent by our 
industry in plant modernization, new equipment, fiber research, and 
new products development. However, despite these efforts and ex- 
penditures we enjoy no technical advantage over European competi- 
tion. Those European industries which are competing with us have 
modern equipment and technical know-how to equal our own. Iron- 
ically, a great deal of their modernization has come about through 
the foreign aid p of our Government. You can readily see 
that carpet produced on ee as efficient as our own, under the 
supervision of equally ski technicians, by workers who earn less 
than one-third of our employees, places us in a hopeless position 
on 

Another element of competitive advantage that Kuropean producers 
have is in purchasing wool. Since wools which come from low-bred 
sheep and are of a coarse, wiry nature, are of a better nature for 
floor coverings, the carpet industry cannot use any domestically pro- 
duced wools, and must, therefore, obtain them all from foreign 
sources. Incidentally, we import each year over $100 million worth of 
wool from such countries as the Argentine, India, Iraq, Syria, Pak- 
istan, and others. 

Senator Kerr. Australia 

Mr. TowNsENp. We do not use any Australian wool, Senator. It is 
too fine wool and not suitable for carpets. 

We look upon this as an important contribution to the dollar bal- 
ances of those countries, and, to the extent that our domestic produc- 
tion is lowered due to import competition, these dollars will be lost 
to those countries. 

y, European producers have two distinct advantages over 
our industry in the matter of wool purchasing. The first is that 
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certain grades of wool highly desirable for carpet manufacture which 
are denied us on a duty-free basis under current tariff ee, 
are available to our foreign competitors. Secondly, certain European 
countries, as you know, are trading in nonstrategic materials..with 
Communist-dominated countries. China, now Red China, tradition- 
ally was our major source of carpet wool. Our industry’s purchases 
from China in the past has reached as high as 47 percent of our 
total requirements in 1 year. China wools, Tibetan wools, and wools 
originating in other Red-dominated areas, are no longer available to 
us, but are available to our foreign competition. 

Still another competitive cost disadvantage is that of styling. 
Styling and the development of new products is a major cost item for 
the producers in our industry. A new style costs thousands of dollars 
to develop, and ordinarily only about 1 out of 10 new styles developed 
is accepted by the public. 

Unfortunately for us, our foreign competitors have copied those 
designs which we have made successful, and thus have escaped the 
developmental expense which is an inescapable cost in our operation. 

With your permission, I would like to show you a sample of a 
Wilton carpet made by our company. 

This is a copy which has been made in Belgium. As you will see, 


if you examine those, to all except the experts, they appear very 
similar. 

Senator Manone. Is there any difference in their durability ? 

Mr. TownseNnp. They are approximately the same. However, we 
believe that a large part of the foreign imports which are delivered 
to this country do not measure up to the samples that are supplied 


to distributors in this country. 

Senator Martone. How much can they undersell the price that you 
are forced to get for reasonable profit and pay your ogo 

Mr. TowNsenp. With your permission, Senator, 1 would like to 
show you an advertisement which appeared, showing a domestic car- 
pet. This happens to retail at $13.95 a yard. 

Here is an advertisement which recently appeared in a Chicago 
newspaper, of a well-known retailer. 

Senator Mavong. This is your carpet? 

Mr. Townsenp (continuing). Alleged to be the same product from 
a famous carpet mill, although it doesn’t say the famous carpet mill 
is not an American mill. Nothing in the advertisement indicates it 
isan import. At $8.99 a yard. 

Senator Mavone. As against $13.95 for your carpet. 

Mr. Townsenp. Yes. Now, I have just mentioned the question of 
developing markets. None of these foreigri manufacturers pay for 
double-spread space in Life magazine to develop the American market. 

Senator Matone. This is your advertisement? 

Mr. TowNseEND. Yes, sir. 

This is the domestic product which we make and this is the imita- 
tion in Belgium at $8.99. These are the specific examples referred to 
in those advertisements. 

In view of the effect the reciprocal-trade program has had upon 
our industry to date; the even more alarming potential danger in 
the ever-increasing amount of foreign-made carpets with which we 
will apparently be faced if further tariff cuts are authorized; and 
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in view of the competitive conditions which we have attempted to 
describe to you today, we would like to voice our opposition to H. R. 
1 in its present form. 

We believe it only fair that our industry, and industries similarly 
affected, should have sufficient protection to at least partially offset 
the wide differential that exists between the wages of our employees 
and the wages of foreign workers. 

We strongly oppose any further reduction in our tariff rates, the 
effect of which would further endanger the welfare of our employees 
and our industry. 

We recommend that this bill be amended to empower the Tariff 
Commission to determine the fair level of protection for industries 
already seriously affected by low tariff rates; and to make the recom- 
mendations of the Tariff Commission mandatory upon the Executive, 
except in those cases where national security may be directly affected. 

(The table referred to follows :) 
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Mr. Townsenp. Thank you. 

Senator Kerr. Thank you, Mr. Townsend, for your appearance and 
your statement. 

Any questions, Senator Millikin? 

Senator Miziigiw. No, thank you. 

Senator Kerr. Senator Malone. 

Senator Matoner. Do you represent the 30,000 men and women who 
work for these industries ? 

Mr. Townsenn. Before this committee, yes, sir. 

Senator Matone. You are an official in the association, though, of 
these manufacturers ? 
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Mr. TownsEnpb. No, sir, I am vice president of Finance and Treas- 
urer of the Mohawk Carpet Mills. 

Senator Matone. You do represent both the manufacturers and 
the employees ?¢ 

Mr. Townsenp. Yes, sir. 

Senator Mazone. All you want is a basis of fair and reasonable 
competition, to have equal access to your own market, and no particular 
advantage in the American market ? 

Mr. Townsenp. That is right. 

Senator Matone. Do you understand that that is exactly what the 
1930 tariff act describes “fair and reasonable competition” ¢ 

Mr. Townsenpb. As we understand it that is exactly what it de- 
scribes. 

Senator Martone. And there is no other criterion upon which the 
can work except a fair and reasonable basis and recommend the dif. 
ference in the duty and that duty can be lowered as the standards of 
living gets closer together ? 

Mr. Townsenp. Yes, sir. 

Senator Matone. That is what you want? 

Mr. Townsenp. Yes, sir. 

Senator Matone. You understand the 1934 Trade Agreements Act 
does take in other factors and leaves it to the judgment of an admin- 
istrative branch of the Government—namely, the ident, of course, 
so that they can take in the international relations, and what they 
themselves consider to be the best interests of the country ? 

Mr. Townsenp. Yes. 

Senator Matong. You don’t believe that Congress should allow any 


group of men upon their own judgment to determine the duty, or the 

differential between the competitive nation and your domestic costs? 
Mr. Townsenp. No,sir. We believe that belongs in the Tariff Com- 

mission under the epevinen of the United States Congress. 


Senator Matonr. The Congress, of course, is named in the Con- 
stitution of the United States, as the branch of government that shall 
set the duties and régulate foreign commerce. Of course, I m 
hold to that theory that it not only is probably illegal but that, if it is 
legal it is wrong, to designate this authority to the Executive, in con- 
travention of the Constitution of the United States. 

Do you hear any talk among your employees of dividing their jobs 
with the foreign nations to raise the standard of living of. all the na- 
tions of the world, to the betterment of workers abroad, without regard 
to their own standard of living? 

Mr. Townsenb. With your permission, Senator, I would like to cor- 
rect an impression that was created by Mr. Taft this morning. It 
seemed to me listening carefully that some of his remarks were ir- 
relevant with respect to the questions you put to him, and he volun- 
teered to comment about Amsterdam, N. Y., and the carpet industry— 
16,000 workers in Amsterdam have signed a petition to Senator Leh- 
man with respect to H. R. 1. 

Senator Matonr. They are a aoane it? 

Mr. Townsenp. Yes, sir. None of those people to my knowl 
have expressed an interest in raising the standards of living - 
out the world at the expense of their own survival. 
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Senator Matonn. Of course, Mr. Townsend, after 35 years of watch- 
ing the American economy and 20 years of it under the Trade Agree- 
ments Act, most of my conclusions are at great variance with Mr. 
Taft’s conclusions as you probably gathered from the questioning. 

However, I did not try to curtail his observations because they are 
his observations and they are in the record and I, of course, did not 
agree with them. It is simply amazing to me to hear anyone say that 
a workingman can have, for the protection of his job, less than that 
differential between the fair cost of the article he is working on in the 
chief competitive nation and the American market. It is just almost 
impossible for me to believe the workingman can advocate that sort 
of thing. As a matter of fact, in the long run my own concern is with 
21% billion people and we have 160 million. If we divided all the mar- 
kets with the 21 billion we wouldn’t raise their standard of living any 
more than raising the level of the city reservoir by pouring a glass of 
water init. Itis just about thesamething. To me it is utterly idiotic 
to talk about it but there are people talking about it and they have pre- 
vailed for 21 years. So it makes it n to ask questions to make 
the record, which shouldn’t be necessary. Of course, his remarks and 
those of Mr. Hoffman, that in order to make domestic producers more 
efficient there should be a continual lowering of tariff rates also makes 
nosense tome. Does it to you? 

Mr. TownsEnD. No, sir. The competition in our business is very 
keen. 

Senator Matong. Of course it is. 

Mr. TownsEenD. The most important person in our business is the 
consumer, and the consumer will always force us to use to the maxi- 


mum extent our ingenuity to increase the productivity, efficiency, and 
to supply the best possible quality at the lowest possible price to the 
largest number of people. 


enator Martone. Is that not the reason we have antitrust laws to 


force not only your indu to be competitive, but every industry in 
the United States, and tie are siete enforced, they do cute. 
ally prevent collusion to raise prices, don’t they ? 

ite Townsenn. Yes, sir. — 

Senator Martone. Then, can there be any other conclusion drawn 
from any statement that would force continuing lowering of the tariffs 
below that differential, than that you want to force a lower standard 
of living? Can there be any other conclusion, since you either have 
to lower the wages or write off the investment, or both, to meet the 
lower price, or go out of business, don’t you ? 

Mr. TownsEND. Yes, sir. 

Senator Martone. Can there be any other conclusion, that these men 
who are interested in foreign imports—most of them are—Mr. Taft 
represents an outfit—and by the way—well, it is in the record, a list, 
and practically all of them are interested in one way or another in for- 
eign investment. 

Mr. Chairman, I have a list here, carefully compiled, of the connec- 
tions of the board of directors of this organization and for the infor- 
mation of the committee I ask permission to make it a matter of rec- 
ord and to have it appear at that point in the record where the question 
of the Committee for National e Policy was discussed this morn- 
ing. 
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Senator Kerr. Without objection it will be made a part of the 
record. 

Senator Martone. Mr. Reporter, I ask that you return this to me at 
my office. 

(The document referred to follows :) 


THE COMMITTEE FOR A NATIONAL TRADE POLICY 


The committee was incorporated in the State of New York in 1953. Its pur- 
poses were indicated as education and research. So far as is known, neither its 
corporate charter nor its internal revenue opinion mention lobbying or influenc- 
ing the passage or defeat of legislation (Legislative Reorganization Act of 1946). 

As of September 27, 1954, its officers and directors were indicated as— 

John S. Coleman, chairman 
James S. Schramm, executive vice chairman 
Charles P. Taft, president 
George W. Ball, Washington, D. C. 
William L. Batt, Philadelphia, Pa. 
George L. Bell, Washington, D. C. 
Harry A. Bullis, Minneapolis, Minn., vice chairman 
John F. Fennelly, Chicago, Ill. 
Edward Littlejohn, Detroit, Mich. 
Thomas B. McCabe, Chester, Pa. 
John J. McCloy, New York, N. Y. 
Charles H. Perey, Chicago, Ill., vice chairman 
Morris 8S. Rosenthal, New York, N. Y. 
Ralph I. Straus, New York, N. Y., vice chairman and treasurer 
J.D. Zellerbach, San Francisco, Calif. 
More recently, four additional directors have been named; they are— 
John A. McCone, San Marino, Calif. 
B. E. Richmond, San Jose, Calif. 
Russell G. Smith, San Francisco, Calif. 
Brayton Wilbur, San Francisco, Calif. 

At approximately the same date, the officers and directors were listed in a 
booklet entitled “Expand U. S. Trade With the Free World.” The list in this 
booklet failed to include the name of George W. Ball, who had formerly been 
secretary, and William L. Batt was designated therein as secretary. This may 
be significant in that Mr. Ball’s law firm has been, and may still be, actively 
registered as a paid Venezuelan agent or agency. This is the same firm for which 
Charles P. Taft, president of the committee, was once registered in a corre- 
spondent relationship as a paid Venezuelan agent—a situation which is under- 
stood to have been terminated. Technically, the registration was in the name 
of the Venezuelan Chamber of Commerce, but since Venezuela is a military dicta- 
torship, to argue that the chamber is not a foreign governmental instrumentality 
is to equivocate—a fact recognized by Messrs. Ball and Taft when they did 
register as agents. 

It is not known if the committee operates through an executive committee as 
is possible under the laws of New York. 

The chairman has described the membership as follows: 

“Included among its approximately 800 members are such men as L. L. Col- 
bert, Detroit; Thomas J. Watson, Jr., and Henry Luce, New York; Gardner 
Cowles, Jr., Des Moines; Joseph P. Spang, Jr., Boston; H. J. Heinz II, Pittsburgh ; 
Justin W. Dart and Jesse W. Tapp, Los Angeles; Stanley Marcus, Dallas, Walter 
Rimson, Phoenix; and Brayton Wilbur, San Francisco, just to mention a few.” 

A partial membership list as of approximately a year ago (and perhaps no 
longer fully accurate) is attached as exhibit I hereto. 

In its official publication, A Statement of Purpose, the committee states: “Trade 
policy is a matter of selfinterest * * *” 

Brief analyses of the business relationships of certain of the officers and direc- 
tors follows: . 

1. John S. Coleman, chairman.—Mr:. Coleman is president of the Burroughs 
Corp., Detroit, Mich. This company manufactures adding machines and other 
business equipment in five locations in the United States and in the following 
foreign countries: Canada, 2 plants and 1 plant site; England, 1 plant; Brazil, 
2 plants ; France, 1 plant. 
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Marketing corporations exist in 20 countries. The corporate net profit in 1953 
was $7,206,655 on sales of $162,035,781, of which over $2,068,978 represented 
dividends from foreign subsidiaries, or approximately $2,700,000 if taken before 
a loss of $608,143 was sustained in remitting dividends from Brazil. This figure 
of $2,700,000 foreign profit does not include the company’s Canadian business, 
the profit from which is lumped in with the United States profit. Hence, even 
without including the nonsegregated Canadian profits, 37.5 percent of the com- 
pany’s earnings are coming from abroad. The investment in countries other than 
the United States and Canada is listed as approximately $8.5 million of a total 
corporate equity of some $70 million. Foreign contingent liabilities additionally 
are listed as $1,093,000, making the investors’ foreign exposure around $9,600,000. 
(Accounting data is spelled out more fully in the annual report, audited by 
Price Waterhouse & Co.). 

The company appears to have closed down one plant in this country and 
moved the production and jobs to Scotland. 

The tax advantages to Burroughs of the president’s proposals cannot be esti- 
mated from the data which the company publishes. With such a heavy foreign 
investment, it might be substantial. Nor is the extent known to which Burroughs 
ships foreign-made equipment or parts to United States or other markets. 

2. James S. Schramm, erecutive vice president—Mr. Schramm is a depart- 
ment store merchant of Burlington, Iowa. He has been variously listed as 
former finance chairman and former national committeeman of the Iowa Re- 
publican Party. His wife is active in the League of Women Voters. It has been 
stated that he serves without compensation. If he has any foreign business 
interests, they are unknown. He was active in preparing the study of the First 
District of Iowa which has been criticized as “biased.” 

3. Charles P. Taft, president.—Mr. Taft is a well-known Cincinnati lawyer of 
the firm of Headley, Sibbald, and Taft. The clients of this firm are not pub- 
licly known. The general orientation of Cincinnati business firms is not known 
but two. of them are believed to be companies heavily interested in the foreign 
trade problem. Thomas Headley, the British subsidiary of Proctor & Gamble, 
dominates the British detergent market in that country; and the Gruen Watch 
Co. is a part of the Swiss watch cartel. It is not known if these two companies 
are or have been clients of Mr. Taft’s firm but he has mentioned them in press 
statements as being interested in his current endeavor. [Elis salary as presi- 
dent of the committee, if any, is unknown. It is believed thai his registration 
as a Venezuelan agent is the first instance in which the son of a former president 
has taken money for such purposes. 

4. William L. Batt, secretary—Mr. Batt now appears to have retired from 
active buisiness life. He was for many years president of S-K-F Industries 
the: American subsidiary of a Swedish concern. He draws a pension from that 
company. 

5. Charles H. Percy, vice chairman.—Mr. Percy is president of Bell & Howell 
Co., of Chicago, Ill. Burroughs Corp. is the selling agent for Bell & Howell 
microfilm equipment. This rather small photographic equipment company is 
placing heavy emphasis on foreign sales. British Accoustic Films, Ltd. was 
formerly a Bell & Howell subsidiary and manufactures Bell & Howell equip- 
ment there and handles sterling sales. Bell & Howell Co. is also active in 
Brazil and elsewhere. Its products are protected by United States tariffs of 
15, 20, and 25 percent. 

6. Harry A. Bullis, vice chairman—Mr. Bullis is chairman of General Mills 
Inc., a@f/Minneapolis, Minn. Fifty percent of the sales of General Mills are flour 
which ‘is virtually embargoed by the United States quotas of only 4 million 
pounds per annum; and 17 percent consists of formula feeds which are also 
protected under laws relating to agricultural products. Mr. Bullis has not 
publicly stated his views on free trade in flour and formula feeds. Sales for the 
year ending May 31, 1954, were $487,587,179 and profits $11,188,853. Were 
Canadian or other foreign flour let in freely, it is hard to see how a profit 
would have been realized. ,On December 30, 1953, the company announced plans 
to build a Canadian plant on a 56-acre site near Toronto. This seems to be its 
first foreign enterprise. 

‘7. Ralph I. Straus, vice chairman: and treasurer.—Mr. Straus is one of the 
family which has long controlled R. H. Macy & ©o., the largest department 
in New York. It sells many imported items. 


8. Edward Littlejohn, director—Mr. Littlejohn is an einployee, but not. an 
offer, of Burroughs Corp. , 
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9. John J. McCloy, director —Mr. McCloy is chairman of the Chase National 
Bank of the City of New York. This bank is one of the two largest international 
banking companies in the United States (it and the National City Bank). Its 
foreign securities as of December 31, 1954, are only shown at approximately 
$51 million but this figure does not include short-term foreign credit which 
probably runs into hundreds of millions. Its 1954 report states: “During the 
year the Department (Foreign) continued to extend a large volume of credit 
abroad.” The bank has 17 branches and 5 representatives in 11 foreign countries 
and 8 offices in Western Germany for military personnel. It is now jointly 
with the Export-Import Bank reported as organizing an American Overseas 
Finance Corporation. It has long been interested in Brazil, a country which 
has received $375 million of Export-Import Bank loans to ease its dollar shortage. 
{N, B, There is no N. 8. Tariff on coffee, its principal export to the U. 8.). 

10. Thomas B. McCabe, director—Mr. McCabe is president of Scott Paper Co. 
The company makes tissues, paper towels, etc. The extent to which this com- 
pany’s products are protected is not known. Its foreign commitments are not 
particularly substantial. They are set forth in the next paragraph. 

In April 1927, it acquired the entire capital stock of Nova Scotia Pulp & Paper 
Co,. Ltd. But no longer reports owning it. Its subsidiaries in 1954 include 
Northern Development Co., Vancouver, B. C.; and Driftwood Lands & Timber, 
Ltd., Sault Ste. Marie, Ontario, in which it owns 100 percent of the stock. It 
also owns Elk River Timber Co. Ltd. of British Columbia (66.67 percent of 
stock) and Owikeno Lake Timber Co., Ltd., British Columbia (50 percent of 
capital stock; other 50 percent by Crown-Zellerbach). 

11. James D. Zellerbach, director.—Mr. Zellerbach is president of Crown-Zeller- 
bach of San Francisco. It has at least $4 million invested in Canada and appears 
to have been investing very heavily in that country in recent years. Its most 
important products do not seem to be protected, but some are. Data on its 
foreign holdings indicate that it paid Canadian income taxes of $3,202,000 in 
1953. In 1928, it acquired all common stock of Crown Willamette Paper Co., 
and changed its name to Crown-Zellerbach Corp. Crown Willamette had 
acquired a controlling interest in the capital stock of Pacific Mills Ltd., of 
British Columbia. In 1946, Pacific Mills, Ltd. (now Crown-Zellerbach Canada 
Ltd., B. C. (C-Z holding 95 percent of stock) acquired 100 percent control of 
Northern Pulpwood, Ltd. (B. C.) and Badwater Towing Co., Ltd. (B. C.). In 
1950, Pacific Mills, Ltd., invested $4 million in Blk Falls Co., Ltd., B. C., repre- 
senting 50 percent of the common stock of that company. 

In 1950 the company acquired a 50-percent interest in Owikeno Lake Timber 
Co., Ltd., owning timber licenses in British Columbia (Scott Paper Co. owns 
other 50 percent). In 1953 it acquired 96 percent of stock of Canadian Western 
I.umber Co., Ltd., British Columbia. Subsidiaries include C. Z. Overseas Corp. 
(California), exporters of paper and pulp; International Pulpwood Supply Co., 
Ltd., British Columbia; Hudson Paper Co., Ltd., Manitoba; Canadian Boxes, 
Ltd., British Columbia (all 100 percent owned) ; and plus other noted. 

12. Morris A. Rosenthal.—Mr. Rosenthal is listed in Who’s Who as foreign 
trader. He has written and spoken widely on international trade, particularly 
exporting techniques. For many years he has been a top official of Stein, Hall 
& Co. and a leading spokesman of the import lobby. 

13. George L. Bell——Mr. Bell is a foreign-trade consultant of Washington. 
For years, until recently, he has held important Government positions: Acting 
Chief of the International Trade Office of the Department of Commerce; Chair- 
man, Board of Alternates, United States Foreign Trade Zones Board; Com- 
mercial Attaché and Economic Officer, United States Embassy, Paris. 

14. John F. Fennelly.—Mr. Fennelly is an investment banker in Chicago, mem- 
ber of the firm of Glore, Forgan & Co., a widely respected house. Glore, Forgan 
& Co. has never been identified with international investment, most of its activi- 
ties stemming from industrial and banking interests in the Middle West. 

15. John A. MceCone.—Mr. McCone is a former Under Secretary of the Air 
Foree (1950-51) and purportedly a personal friend’ of President Eisenhower. 
He is president of the Joshua Hendy Corp., which makes marine engines and 
other heavy equipment, and has extensive maritime connections. He isa director 
of Pacific Far East Line, Inc. ' 

16. B. E. Richmond.—Mr. Richmond’s name is not carried in any of the Who’ 
Who volumes which we have available. 

17. Russell G. Smith—Mr. Smith has been vice president in charge of inter- 
national banking of the Bank of America National Trust & Savings Associa- 
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tion since 1989. This bank has extensive overseas connections. It has a large 
pranch in London and one in Tokyo. It also has very close banking relationships 
with Italian banks, due to the efforts of the late Mr. A. P. Giannini to set up 
American-type banks in Italy. 


18. Brayton Wilbur.—Mr. Wilbur is listed in Who’s Who in America as banker, 
importer-exporter. He was for many years in the export-import business in 
San Francisco and is president of the Wilbur-Hllis Co. He has been, and may 
still be, chairman of the board of the Federal Reserve Bank of San Francisco. 
He is on many boards, some of which indicate foreign connections, and appears 
to have been a sponsor of various international committees. 

Senator Matonz. I want it distinctly understood, and I want this 
in the record, I am not blaming these men for going abroad and put- 
ting in their factories and ship ing their st back here. I blame 
my Congress for wees, be profitable or necessary to do it to survive. 
We have had witnesses here, just like you, who say if this keeps up 
to the extent of 3 years they are going abroad. So we are forcing 
them to go abroad. 

Then we have a bill before us now, and we had one last year, that 
would give an American company a 38-percent advantage in income 
tax by going abroad. 

Now, I have no quarrel with a man who believes tht should be done, 

ou understand that, just like you heard me question Mr. Taft. He 
is entitled to his opinions and beliefs and convictions just like you are 
and, I am, but I wanted to make them clear in the record, which I 
think I did. 

Can you understand on those conditions—and you should under- 
stand it; you are in business—how a workingman can be interested 
in transferring his job to foreign soil, by being for a lesser protection 
for his job than that differential which brings it up to a basis of fair 
and reasonable competition ? 

Mr. Townsenp. Not if he understands it. 

Senator Martone. But he wouldn’t be, would he? 

Mr. Townsenp. No. 

Senator Martone. Some day they will understand it suddenly and 
it will be a great shock, in my opinion. 

Mr. Chairman, that is all. 

Senator Miiir«1n. Do you believe in the fair observance of a differ- 
ential that will eliminate discrepancies in the cost between production 
abroad and production in this country ¢ 

Mr. Townsenp. Yes, sir; we don’t want any advantages, 

Senator Minin. point is you don’t want to be injured 


unfairly ? 
Mr. Todiriathiit oe 


sir. 

Senator Mixirein. And if the injury test is applied honestly and 
faith all the factors will be taken into consideration and you 
will get fair play; is that right? 

Mr. Townsenp. Yes, sir. 

‘ py 4 Muurxin. And you are opposed to any other way of 
oing it 4 

4 Mr. oe. We would be completely satisfied if we would get 
air play. 

Senptoe Miuire1n. Wouldn’t ro get fair treatment under the pres- 
ent act if the injury test was abided by? 

Mr. Townsenp. I think that is quite possible. We have not pre- 
sented a case under that clause. I can’t speak from experience. 
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The mechanism is clumsy and difficult. 

Senator Miiircin. The injury test takes into effect all the things 
that willinjure you. And if you are injured by unfair foreign compe- 
tition—to put it another way, you are injured if stuff is imported in 
here that costs a lot less to make abroad than it costs you here under 
our living standards and our wage scales, and therefore, if they pay 
attention to that and other factors, you won’t be injured. Isn’t that 
correct, under the present law? é 

Mr. Townsenp. Yes, sir. 

Senator Mimir«1n. So you don’t care how it comes about, just so 
that that does come about. ; 

Mr. Townsenp. I think we would prefer to go back to the 1930 
act, upon the expiration of the present act. 

Senator Mixirxrn. If that doesn’t happen—and I am of the opinion 
it won’t happen—but be that as it may, if that doesn’t happen, if the 
adhere to the present standard and it protects from injury, it all 
amounts to the same thing and you wootd have no complaint 

Mr. Townsenp. That is right. 

Senator Matong. Mr. Chairman, could I ask another question? 

Senator Kerr. Senator Malone—— 

Senator Matonr. You understand the law was completely changed 
from the 1930 act on the basis of fair and reasonable competition, 
with no criterion. You understand that it was completely changed in 
the 1934 Trade Agreements Act, through the consideration of other 
factors that had to do with the meshing of domestic industries here, 
the economic factors, and the overall international situation? You 
understand that change took place? 

Mr. TownsEnD. Yes, sir. 

Senator Matone. You understand, then, when this tariff is low- 
ered—which in your case it has been. 

Mr. Townsenp. From 60 percent to 25 percent progressively. 

Senator Mazonzg, But it was lowered from that 60 percent to 25 
percent and it was about cut in two. If a dollar is worth 100 cents 
and then it is worth’ 50 cents, ‘the percentage is about half the pro- 
tection if it is a fixed duty, is that right? 

Mr. Townsenp. That is right. 

Senator Martone. In addition to the actual lowering it was lowered 
through inflation, was it not? 

Mr. TownsEnD. Yes, sir. 

Senator Matone. When that lowering takes place—and it has taken 
place—you have that continual, perhaps not a threat, but at least a 
condition wherein it could be lowered further, if one set of Govern- 
ment officials or the President of the United States so desired. ‘Then 
when you try to prevent that lowering, or to get the figure back where 
you think it belongs, you have to show serious injury, when, as a 
matter of fact, serious injury may take a year or 2 years or 3 years 
to show up. How long do you think a business can exist that may 
have to go to. the bank and borrow money under those conditions? 
Do you think there is a continual pressure that is hard to combat ? 

Mr. Townsenp. I know - there is._ I would like to make this point, 
Senator, that the physical volume of carpet. imports, in converting 
those to present dollar prices, is net an indication of the injury fo 
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our industry. The prices established by the foreign mills in this 
market have a tremendous effect on our price structure in this coun- 
try, andthe stability of that price structure and the maintenance of 
a fair level of profit on invested capital. So that the difficulty in prov- 
ing the injury is extensive, insofar as it affects the whole price struc- 
ture; coming here, primarily into the major eastern market where the 
price levels are usually determined. 

Senator Matonr. Now, does that make it harder for you to go te 
your bank and borrow money for an extension of your plant or im- 
provements or modernization ? 

Mr. Townsenp. Yes, sir; because the health of an industry deter- 
mines to a large extent its credit. 

Senator Marone. If you had to go to new investors, potential in- 
vestors, to get your money, could you make as strong an argument, 
or strong enough to get new money into the business, as you could if 
you could say to a potential investor, “Now, this is a principle laid 
down by Congress to which the Tariff Commission must adhere. 
The only way it'can be changed is to introduce a bill in Congress and 
to have hearings, go to a committee, be reported back on the floor, 
and get a majority vote in each house.” Under which conditions can 
you interest better a potential investor in your business? 

Mr. Townsenp. I would like to answer your question this way: I 
don’t believe it would be possible to form a stock corporation today 
and have the prospectus say that you were going into the business of 
making carpets in this country. 

Senator Matone. Neither do I, and I don’t think you can get new 
money for any business, except one that is presently immune from 
such competition. To hear somebody say, “Are you injured?” when 
you say, “The duty is too low,” is like somebody pointing a .45 at 
your head and you saying, “Turn that away stranger, it might» go 
off.” When you are hurt, you are dead. That is the reason the thing 
won’t work, and I heartily agree with you. 

Senator Kerr. Thank you very much, Mr. Townsend. 

Senator Mitirqry, May I make this suggestion: I suggest no mat- 
ter what standard you have, whether the standard of the 1930 act or 
the standard of the present act, somebody has to decide it. And it 
takes time to pursue either of the remedies. You have that same 
difficulty to present to your banker, or your investor in your stocks. 
If you have a differential of cost test, wey mind in the world can 
differ on that question. The difference in the cost of an item in any 
particular country nowadays has become very complicated, especially 
in all these States that have State enterprise of various kinds or where 
they grant subsidies and all that sort of nt To figure out what 
the costs are a very difficult thing and people have different opinions 
on it. I suggest to you you might have the same differences as far 
as your investor is concerned or the banker. Both as to timing and 
quantity or quality of the jadgment that may be rendered under one 
system as well as the other. e end point is as I said before, you 
should not be injured. If that is adhered to, you have no complaint. 

Mr. Townsenp. Yes, sir. 

Senator Mirrixrn. And if you were under the other system and 
the President didn’t agree with the j ent of the Tariff Commis- - 
sion, on the cost differentials, and didn’t follow the judgment of the 

59884—55—pt. 3 —36 
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Tariff Commission, you would still be having difficulties, and you 
would still be having difficulties if the Tariff Commission didn’t reach, 
under your viewpoint, the correct judgment as to what are the cost 
differentials. Isn’t that right? 

Mr. TowNnsENp. Yes, sir. 

Senator Matonz. I would like to say, Mr. Chairman, I think this 
witness made a very good witness. 

Mr. Tonemeen, Thiel ou, Senator. 

Senator Kerr. Mr. S ood—— 


STATEMENT OF HERBERT J. SEAKWOOD, VICE PRESIDENT, THE 
EIMCO CORP. 


Mr. Szaxwoop. Mr. Chairman, members of the committee, my name 
is Herbert J. Seakwood and I am vice president of the Eimco Corp. 
of Salt Lake City, Utah. I am also a director of Eimco’s six over- 
seas subsidiaries located in England, France, Italy, the Union of 
South Africa, and Northern and Southern Rhodesia. As a company 
represented in over 70 foreign lands and dependent for its survival 
upon the maintenance of its export markets, we particularly appre- 
ciate this opportunity to briefly explain our reasons in support of 
H. R. 1 in its present form. 

In one form or another, Eimco has been in existence since 1884. 
It has over the years pioneered in the development of the products it 
manufactures. These products serve three basic industries, for exam- 
ple, the underground mechanical loader known as the Eimco rocker 
shovel in the mining industry; the newly developed Eimco crawler- 
mounted tractor-excavator and tractor in the construction industry ; 
and the full range of Eimco continuous vacuum and pressure filters in 
the chemical, metallurgical, and industrial process industries. In 
comparison to some of the larger American companies, we are but 
a modest one; however, in terms of our local community, in the Salt 
Lake area, we believe that we are are largest private domestic organ- 
ization located there. 

Eimco originally produced equipment that was designed to meet the 
peculiar n of the mining ind in the intermountain West, the 
center of which has for many years been the Salt Lake Valley. The 
1929 crash created the necessity of obtaining further outlets for those 
products, and it was found that mining activities paralleling those in 
our region existed in many sree areas. 

As a result, our foreign trade began. In the 214 decades since, new 
products have been created and our company has multiplied in size 
many times over so that today we serve several basic industries 
throughout the world, and well over 50 percent of our annual sales 
are made to other countries. 

The industry of which we area part exported more than $500,400,000 
in 1953. It is obvious, therefore, that our ppeneeser fyi. | and our 
company specifically have a vital interest in maintaining cet 
ing our list of overseas customers, overseas customers with dollar: 
The loss of our export markets or any substantial diminishment of it 
would necessitate the reduction of our payroll by 30 percent. to 50 per- 
cent, depress the economy of our community, and materiall uce 
the annual equipment, material, and service purchases we te 
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The problem of finding dollar customers overseas is the test 
obstacle with which we and other exporters have to contend. Our 
experience has shown that if the dollars were there, we could success- 
fully meet foreign competition, of a variety far greater than that which 
the opponents of H. R. 1 would likely encounter in this country, if this 
bill were passed, 

Despite our apparent disadvantage of a higher price, approximately 
80 percent of all underground loaders of our type operating through- 
out the free world are Eimcos. Notwithstanding production by com- 
petitors in Sweden, France, England, Germany, South Africa, and 
Japan, we have largely overcome production cost differentials and such 
additional sales deterrents as foreign duties, easy credit terms, and a 
host of other obstacles. The reason is perhaps best explained by a 
director of one of the leading South African gold-mining companies 
with whom I talked in Johannesburg but 3 months ago. In discussing 
lower prices of our foreign competitors, this gentleman commented 
that his company was prepared to pay more for quality, service, reputa- 
tion, integrity, goodwill, and the intangibles resulting from our con- 
tinued engineering research. 

For us, therefore, lower prices of competitors have not spelled doom 
any more than they should for the domestic industries that claim the 
cannot face the competition of imports. Such competition should and, 
undoubtedly, will create a greater impetus for the development of new 
and better Seoaetie products, improved technology, and efficiencies in 
production—the chief beneficiaries of which would be the public at 
large, as it has been in the past. This is the very heart of America’s 
strength and prosperity ; and its outcome will be economic growth, not 
economic disaster. 

The one thing that the exporter cannot overcome is the absence of 
dollars in the customers’ hands. Without such dollars, we lose our 
sales, as do the United States automobile producers, machinery man- 
ufacturers, tobacco farmers, electrical-appliance industry, and the 
producers of cotton, wheat, prepared foods, chemicals, metal prod- 
ucts, and scores of others. The extent, therefore, to which our foreign 
customers have those dollars is precisely the extent to which we here 
in the United States may sell to them and prosper, for increased sales 
mean increased profits, increased payrolls, increased purchases of 
capital goods, increased dividends for the benefit of all. 

n our own national self-interest, the major question would there- 
fore seem to be: “How to put the dollars in the hands of the foreign 
customer.” IT think we all agree that there has been enough of giv- 
ing. Then, the alternative is to let these countries earn our dollars, 
to let them sell to us so that they may buy from us in turn. Is this 
not consistent with the widely accepted concept of “Trade not aid?” 
Would we not then simply be following that path which has already 
been endorsed by almost every major segment of United States indus- 
try and by the leaders of our poles parties? 

Last year, Secretary Weeks stated to the Congress that in 1952 


Bik ring: 3,126,000 people were directly engaged in export 
i 


activities. s does not take into account the approximately 14 
million who were directly engaged in imports, nor the hundreds of 
thousands and perhaps millions of others who are employed by com- 
panies which, in varying degrees, do business with and depend upon 
our export and import industries. 
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We know also that in each of the last 3 years over $15 billion of the 
vross national product has been sold to export markets, which in 1953 
involved just under $1 out of every $10 worth of movable goods— 
thus emphasizing the size and importance of our export industries. 

As against these figures, the Bureau of Labor Statstics has issued 
a report indicating that the maximum workers likely to be affected 
if all tariffs were suspended would be somewhere between 96,000 and 
202,650. This amount is approximately one-sixth of 1 percent of our 
total labor force and considerably smaller than the number likely to 
be affected if the bill were not enacted as law. 

Senator Miiirkrn. I would like to suggest, Mr. Chairman, that 
those figures are very seriously questioned. 

Mr. Seakwoop. This one-sixth of 1 percent, remember, represents 
the maximum if all tariffs were to be suspended. The number of 
workers who might conceivably be affected by the slight tariff reduc- 
tions possible under H. R. 1 would be a very small fraction of this 
or any other number. 

In our opinion, the gravest consequences in the defeat or emascula- 
tion of H. R. 1 would be in the sphere of our international relations, 
upon which the welfare and security of our entire country and our 
way of life depend. 

On this point, you have heard from more eminent authorities than 
I and I am sure that the significance, impact and verity of those 
views will not escape your full appreciation. 

It is our independent though concurring judgment that the United 
States trade program is of vital importance to our international al- 
lianees, and to the sturdy economic development of the free world 
countries in combating the encroachment of Communist imperialism. 
The defeat of this program would most certainly weaken United 
States leadership abroad and jeopardize the fulfillment of many 
other aspects of our foreign policy, which we believe to be essential 
to our security, but which require the active support of the community 
of friendly nations... 

For the sake of our own national security as well as our own 
economic gain, we must, therefore, not only maintain the present 
levels of world trade but also work unceasingly to increase that trade 
to ever higher levels. 

Much has been said about the United States industries that would 
compete with these imports. This committee has heard many fears 
expressetl about the effects of lower tariff levels on certain products— 
usually by the same people who predicted 22 years ago that they could 
not exist under the reciprocal trade program. Today, much bigger 
and stronger in most cases, than they were, they are repeating the 
same type predictions. 

We have already expressed our opinion that a lower price is not 
necessarily the controlling factor in the maintenance of sales. More- 
over, the bill itself is moderate in its effect on duties and prices. The 
maximum tariff reduction under the bill at 5 percent per year over 
a 3-year period is relatively slight and can in fact have no graye 
consequences. Such reductions offer no great threat to any domestic 
industry and no great inducement to any foreign industry to loose 
a flood of imports upon our shores. : 4 
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Domestic industry is in any event protected by the discretion 
vested in the President, who is not insensitive to the demands of his 
own Nation’s businessmen and workers. The bill does not direct 
him to cut tariffs but merely authorizes him to either raise or lower 
them whenever he finds such action to be in the best overall interest 
of the United States. There is no one in a better position to deter- 
mine the relative benefits of reciprocal trade concessions from the 
paramount position of the national interest than the President himself. 
Surely, our Chief Executive, already charged with the greater respon- 
sibilities of defense, peace, and national policy, can and should be 
readily entrusted to properly and fairly determine matters such us 
these. 

On this question of economic gain and loss, I would like to make 
one more comment. My company and my industry have an admitted 
interest in export sales. This is generally true also of the other busi- 
nessmen and business groups that have supported H. R. 1. On the 
other hand, there are some business interests which fear the competition 
of imports and have opposed H. R.1. But there is a third element of 
this consideration and that is the American people, whose views dictate 
a national interest in this program. We regard it as highly significant 
that the members of every public group which has expressed itself 
on the question of trade policy have supported the program for an 
expanding level of imports and exports. The League of Women 
Voters, speaking for the consumer, the great labor organizations, the 
press, church groups, educators, and those without any sort of vested 
interest in the business of world trade have shown unequivocally 
that the national interest lies with the supporters of H. R. 1. I re- 
spectfully suggest that such unanimity cannot be denied. 

Senator Kerr. Thank you very much. 

Senator Millikin—— 

Senator Miiir«xrn. Do you believe a domestic industry should be 
injured, if in doing so we enlarge the market for exports ¢ 

Mr. Seaxwoop. I don’t think Youiad answer that question yes or no, 
Senator, because I think it would depend on the relative injury in- 
volved ; that is, to what extent those who would be competing with the 
imports, would be hurt, as against those who would be hurt by having 
been denied their usual export markets. 

Senator Mitirqrn. Assume that there were. Would you favor hurt- 
ing them to benefit an export industry ? 

Mr. Seakwoop. Assume what, sir? 

Senator Minti. Assume they were hurt. 

Mr. Sraxwoop. I say it would depend on the degree. 

Senator Mitirern. Assuming they were seriously hurt. 

Mr. SzaKwoop. I would feel if both industries were equally hurt; 
that is, if those who fear foreign competition here would be hurt as 
much by the existence of this bill as we folinve exporters would be hurt 


by its denial, then I would say that the final decision should depend 
upon the broader interest of the public and the national approach 
toward foreign policy. 

Senator Mrrxrn. Broader interests of the public to maintain a 
strong domestic payroll. 

Mr. Seaxwoop. Yes, indeed. 
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Senator Mriiurrn. If we don’t have that, we lose our place and 
strength as a world force and a domestic force. 

Mr. Szakwoop. Yes, but I don’t think the payroll alone will be the 
significant factor. 

Senator MitirErn. It is not the only significant factor. How could 
you possibly argue that we should sacrifice our domestic industry for 
imports and maintain a strong country? You are talking about con- 
sumers. No production, no consumption. 

Mr. Seaxwoop. In our case, no dollars in the hands of foreign custo- 
mers mean no trade. If we don’t sell overseas, we will have to reduce 
our payroll considerably. As we reduce our payroll our purchases go 
down. There are many, many millions, I dare say, that are dependent 
upon our business and that of other exporters, and on the stimulation 
that we give to other domestic industries through the purchases that 
we make. I don’t think that we can draw the line as simply as that. 

Senator Mriirgin. I don’t think there is any question about that, 
but I am suggesting if you destroy your domestic payroll, in order to 
accommodate imports so that somebody may have dollars abroad, 
pretty soon you have no dollars to send abroad, you have no industry, 
you have no position in world trade, or you have no strength in your 
domestic economy. 

Mr. Szeaxwoop. Could we not reasonably take that same position, 
Senator, and find that by the same token we would be denied exports 
and the important effect of its economic demands on the large segment 
of American industry that is substantially dependent upon it? 
Wouldn’t we in that way be weakening our United States payroll to 
perhaps a larger extent? 

Senator Miturgrn. I can see where you can lose payrolls by not hav- 
ing exports. I can suggest that the consumer portion of our exports 
have come about through our loan policies and giveaway policies and 
various helps to foreign countries. That is where the dollars have 
come from that have helped our exporters. 

You wouldn’t favor continuing that policy, would you ? 

Mr. Szaxwoop. No, sir; and I have so stated here. I feel that we 
must get on a more stable economic basis. As a matter of fact, our 
relationship with our community of free countries requires it. I don’t 
think they want our handouts any more than we feel we can afford to 
give them. 

Senator Mrz. I am not so sure of that, but taking that as a 
fact, I think the general sentiment in this country is that we must 
seriously curtail our handouts. That is bound to lessen that part of 
the export market which has depended upon those handouts, so far 
as making the foreign importer equipped to hand over some dollars 
is concerned; is that not. correct? 

Mr. Seaxwoop. I think the way we can fill that gap, Senator, is by 
creating the proper climate and encouragement of trade. But I also 
think that it is not only a question of trade. if I may say so. Speaking 
now just as an independent citizen, I think that by far the most im- 
portant consideration to be given to this bill is the serious effect that 
it would have upon the leadership role that we have assumed in the 
free world and among the other friendly nations. 

Senator Mriirkry. Many people are in favor of the continuance of 
the present system or of the present bill, if you wish to put it that 
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way, With some amendments that would strengthen the injury clause, 
for example. Would you have any objection to that? 

Mr. Seaxwoop. I would like to know a little more about what their 
recommendations would be. | 

Senator Miii«1n. The present injury provision of the present 
laws and the present injury test of the proposed law is that no do- 
mestic industry shall be injured or threatened with injury in behalf 
of foreign trade. Do you agree with that? 

Mr. Seaxwoop. As a matter of fact I would go even further, 
Senator. 

Senator Mrtirx1n. Would you go that far? 

Mr. Szaxwoop. Yes; but Odes assume implied in it, is that the 
decision as to whether or not there shall be reciprocal trade conces- 
sions will always be based upon the ultimate decision as to what is 
in the best interests of our country. 

Senator Minir«n. The law specifies that no domestic industry 
shall be injured. Do you a with that? 

Mr. Sraxwoop. Personally, Senator, I think there may be occa- 
sions where, if we sought to deny an injury to a very small segment 
of our country, we could conceivably hurt a greater portion of our 
Nation, and where we place in jeopardy the welfare of our commu- 
nity and our way of life, I think that at that particular point, the 
individual interest of my company or any other company must fall. 

Senator Mirir«1n. The present law which you are endorsing, or 
the present bill which you are endorsing carries out the present pro- 
visions of no injury in the law as is, does not permit injury to domestic 


a Do you favor this or don’t you! 


Mr. Sraxwoop. I favor it as it stands because it is being left—the 
decision, that is—to the final judgment of our President, in whom I 
have implicit faith. 

Senator Mrurm1n. And you understand the Congress always has 
the right to review the President’s decision and overcome his decision 
if it doesn’t like it. Do you favor that? 

Mr. Sraxwoop. Yes, sir; I certainly do. 

Senator Mirirxin. Then you do believe in the injury test and you 
do believe in the ability of Congress in the last analysis to exercise 
its last judgment on itt 

Mr. Sraxwoop. Yes, sir; but I do think whatever decision is made 
by the President will carry a great deal of weight, will expedite the 
decisions that have to be made, and I think therefore that there will 
be only a very small number of cases in which the Congress might 
perhaps seek to override the judgment of the President. 

Senator Mitiixin. I suggest to you if you have a great succession 
of Presidential decisions that do not follow the decision of the Tariff 
Commission that there has been injury, soon you will find the whole 
subject back in the hands of Congress and some people don’t regard 
that as desirable because it would inevitably take on a greater 
protectionist aspect than you would get under the present law or under 
the prepens law. You see, the Constitution put that subject in the 
hands of Congress. It doesn’t put it in the hands of the President, but 
in the hands of Congress. at is the Constitution. That is not 
something we can play around with and say, “Oh, well, lets’ not pay” 
any attention to i” 
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Mr. Seakwoop. I personally believe we are in a quasi-emergency 
condition today. 


Senator Miziix1n. Assuming we are, is the Constitution in a quasi- 
emergency position ? 

Mr. SzaKkwoop. No, sir, we would never place it in that position, 
knowingly. But I do feel the times in which we are living are such 
that decisions of this nature must be viewed not only from the point 
of view of a Tariff Commission, which I am sure would give fair con- 
sideration to those factors that are placed before it, but I feel strongly 
that someone who is also knowledgeable and charged with the respon- 
sibility of our welfare, defense, the intricacies of our foreign policy 
and our relationship with our allies, should also weigh those facts in 
the light of the entire picture. Ifthere were a larger number of people 
who would be adversely affected by this bill’s passage, than people 
such as ourselves, then I would say our interests should not be given 
consideration. 

Senator MriirKin. Let me suggest the minute you start slicing off 
domestic industry and payrolls of domestic industry to serve the ex- 
port industry or to serve anything except a few things that I might 
mention, pretty soon you have no strength at home. You don’t have 
strength even to support your export industry. You get your strength 
to support the export industry from the economy of the United 
States, do you not? 

Mr. Seaxwoop. Yes, sir. 

Senator Minir«rn. If the economy of the United States receives a 
severe setback through bad import or export policies, then you con- 
front your problem in a weakened condition, do you not? You cannot 
be prosperous here for any length of time with everybody else 
desolate. 

Mr. Seakwoop. Well, that is the very position we endorse and take. 
We feel there are so many more people who are dependent upon ex- 
ports than those who, at this particular stage, would be harmed by 
the passage of this-bill, which we believe to be very moderate, that we 
feel that the American economy and the American worker, American 
industry would be more harmed and its interests less served, if the bill 
were defeated. 

Senator Miiurgrn. You reach that decision despite the fact that 
90 percent of the American market is dedicated to the American pro- 
ducer and the American workingman ? 

Mr. Seaxwoop. I don’t know as I understand just how it is 
dedicated. 

Senator Mini. Well, we have an American market. Ninety 
yercent of which is supplied by the American producers. That is what 
I am talking about, whether you call it “dedicated,” or something else. 
In a word, must not that at least be maintained? If we don’t main- 
tain it, are we not in serious trouble? 

Mr. Sraxwoop. If we give up—just take a fictitious figure, with 
which you may quent we give up 10 percent of our output which 
is sold in the domestic market in order to retain 20 percent of our 
output which is sold in the export market, and if it should thus be 
shown in fact that the export market is contributing more to the well- 
heing and economic security of this country, then that 10 percent we 
are giving up to our domestic market, then I should certainly think 
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everyone would agree that our greatest interests lie with that export 
segment of the market. 

Senator Miniixrn. We have control of the internal market. What 
control have you over the foreign countries to take your exports? 

Mr. Szaxwoop. Perhaps we can say by faith based upon past expe- 
rience. I have had occasion to negotiate with and come before many 
governmental bodies of foreign countries, and I haven’t found them 
to be unreasonable. We are fairly familiar with the markets to which 
we sell in every quarter of the world excluding the Soviet bloc, and 
we are reasonably satisfied there is a continuing and growing market 
for our products abroad. 

Senator Miuzr«1n. Would you rest our national economy upon as- 
surance of that? We have testimony here that we have hundreds of 
bilateral agreements which exclude competition, except to the coun- 
tries that are in those agreements. We have records before this com- 
mittee—not this particular hearing, but records have always been 
standing here, of the import licenses, export licenses, monetary re- 
strictions, and all these other things, which indicate that we cannot 
control the foreign market. But we can control our own. You are 
making ®@ special quality of goods which may have a different status 
from the ordinary run of the mine. 

Mr. Seakwoop. No; not any longer, Senator. We started with 
special goods, and that is how we got into the mining industry abroad, 
but we are now making mining equipment, for example, that is being 
made abroad by competitors. 

Senator MuarKin. Won’t you recognize there is a distinction be- 
tween a market, the largest market in the world, which is supplied 90 
percent by American producers, and a foreign market which can be 
controlled by the other fellow and over which we have no control—we 
can’t repeal his judgments. 

Mr. SeaKwoop. Yes, sir. 

Senator Kerr. May I make a suggestion ¢ 

Senator Miuirxrn. Yes. 

Senator Kerr. Isn’t the 90-percent figure low ? 

Senator Minir«in. Perhaps it is low. 

Senator Kerr. That our national produetion is considerably in ex- 
cess of $300 billion. 

Senator Mitur«rn. I think the figure is more than $300 billion. I 
am talking about gross annual production. 

Senator Kerr. And are not our exports less than $15 billion? 

Senator Mitir«tw. I think so, and they have lessened substantially 
since we have cut off the giveaway. 

Senator Kerr. Then don’t our domestic market consume 95 percent. 

Senator Mitiixry. I am willing to make it 95 percent. I had 90 
percent in mind. I have heard a lot of statements to the effect that 
it is 90. 

But I come back to the point, we can control our domestic market, 
but how can we control our foreign market ? 

We have been trying for years to get foreign countries to make their 
own currencies convertible. We have been trying for years to get 
them to develop a local domestic, European market. Those things 
haven’t come about. They may come about. I hope they do, but-they. 
are not here yet. 
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In other words we can’t do the things we would like to do so far 
as standards of living are concerned, so far as wages are concerned, 
so far as monetary practices are concerned, so far as foreign coun- 
tries are concerned. 

Should we jeopardize this domestic market which, as I say, is the 
largest in the world, in which we domestically occupy the dominating 
part—call it 90 percent or 95 percent—should we jeopardize that, and 
if so how far to accommodate industries which were largely stimu- 
lated by our giveaway policies, and which, assuming they were not 
stimulated by giveaway, where we cannot control that aspect of our 
economy. 

Mr. Szaxwoop. Sir, if I believe we were jeopardizing 95 percent, 
or any substantial segment of our domestic market by the bill that we 
are advocating, I shouldn’t advocate it. 

Senator Mitui«xry. I know you wouldn’t, but I think a little differ- 
ent turn should be put on your argument. If the point is to provide 
dollars, the answer is free trade. If you had that you surely would 
jeopardize your domestic market. You would jeopardize dollars for 
the American more than you would dollars for the foreign. 

Mr. Seakwoop. I am not at this point prepared to endorse free 
trade, Senator but I am still in favor of this bill. 

Senator Miiurxry. Are you ready to endorse the principle that there 
shall be no injury to domestic industries ? 

Mr. Szaxwoop. I would be prepared to endorse the principle that 
there should be no injury to domestic industry that would be dispro- 
portionate to the whole interest of our country. 

Senator MuaiKin. What would that mean? I might make that 
statement in a political speech and it might sound pretty good but 
what does it mean in terms of trade? 

Mr. Szraxwoop. What I am saying is that mere word “detriment” 
means very little to me because my question would be how much to 
what extent, how seriously, whom and how much does it hurt? How 
can we overcome it? Who else would be hurt and how would the wel- 
fare of our country be affected in either case? I couldn’t accept just 
a statement or a phrase without knowing what the meaning was. 

Senator Murry. There is a basic principle that I have been 
driving at, here, that we should look primarily toward our own do- 
mestic welfare and that we should protect that primarily. I am not 
talking in terms of high protection, I am in favor of fair competition, 
let’s get that straight, but the sensible inference, and it seems to me 
it is sensible, it seems to me it is unavoidable, we should keep that 
market here in America, which is the best in the world, fairly avail- 
able to domestic producers. —__ 

Now if we don’t do that we have nothing to anchor to, 

Mr. Seakwoop. With part of your statement I certainly agree. I 
didn’t intend to imply that I was advocating any action which was 
going to hurt domestic industries to any material extent. 

Senator MitirKrn. If you adhere to the law as it is now and adhere 
to the law as it is npopees under this bill, there should not be any 
injury to domestic industry. If domestic industry is not going to 
be injured, that removes the subject from debate. 

Mr. Srakwoop, The point that I as a private individual wish to 
make is that I feel foreign competition should be limited only to the 





TRADE AGREEMENTS EXTENSION 1833 


extent that our definite major, national interests are adversely affected. 

Senator Muuixtn. I am heartily in favor of increasing our ex- 
ports, if we do not injure our domestic economy. I am not in favor 
of bargaining away our domestic economy to achieve some vague 
benefit which we cannot control and which may be an advantage 
tomorrow or which may disappear under changing valuation of 
money, under exchange restrictions, under import and export restric- 
tions. I am not in favor of that kind of market. 

Mr. Sraxwoop. We have a stake in the domestic economy as well. 
There is still a large proportion of our production that is sold in this 
country. But the additional comment I would like to make is that I 
don’t think there is a clear delineation between export trade and the 
domestic trade to which you refer in terms of our domestic economy. 

Senator Mixur«in. If you can’t make it clear shouldn’t you stick to 
something along the line that I have mentioned that you must not 
jeopardize this American market, and you must not jeopardize Ameri- 
can industry? You have to hang on to something. 

Mr. Szaxwoop. Yes, sir; and as a broad statement I certainly go 
along with it. 

Senator Kerr. May I interrupt, Senator Millikin ? 

Senator Mirir«rn. Yes. 

Senator Kerr. Would it be possible to agree at the conclusion of 
your questions, to recess until 7 o’clock? 

Senator Minir«x1n. Tonight? 

Senator Kerr. Yes. 

Senator Mitr. It is possible for me to agree because I won’t be 
here. 

Senator Lone. I will be here. 

Senator Martone. I don’t know that I can be here. I don’t think it 
would be a sensible thing to do. We could recess until tomorrow at 
10 o'clock. You are running the committee and I am not running it. 
If I can’t conform to it, I just won’t be here. 

Senator Lone. We do have other witnesses. 

Senator Kerr. There are three other witnesses. 

Senator Matong. I would like to ask a question. Why is it so neces- 
sary to rush these witnesses through ? 

Senator Kerr. I am not trying to rush them. 

Senator Matone. Why is it necessary to hold a night session? Now, 
that isn’t necessary for you to answer because you are running the 
committee and I am not. 

Senator Lone. The chairman, Senator Byrd, has expressed the de- 
sire to me, Senator Malone, that we try to hear these witnesses at the 
time they are scheduled to appear. Some of them have come at con- 
siderable expense here and he is anxious to keep the schedule and to 
conclude the hearings. 

Senator Martone. I would like to bring it up right now, and [I still 
am not trying to influence the committee use I have nothing to do 
with it, but why is it necessaryto schedule so many witnesses in a day 
when it is clear that you can’t get through ? 

Mes on Kerr. Neither Senator Long nor I have done that, Senator 
alone. 

Senator Martone. Will the chairman of the committee be here at 
7 o'clock? 
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Senator Lona. I will be here. 

Senator Matong. I am talking about the chairman of the committee. 

Senator Kerr. I am not in a position to answer for the chairman, 
Senator. 

Senator Martone. Well, I am not in favor of it, but 1 am not run- 
ning the committee. 

Senator MuaiKin. Tomorrow is Saturday, Mr. Chairman, and it 
has been a general desire that we not hear testimony on Saturday and 
1 approve of it heartily and we will have some difficulty in postponing 
things over until tomorrow. 

Senator Matone. Monday is another week. 

Senator Lone. I would then vote that we recess until 7 o’clock. 

Senator Ma.tonn. Seven o’clock tomorrow or Monday ? 

Senator Lone. Seven o’clock this evening. 

Senator Martone. I will not vote on it. It is just one of those 
things. If you want to come back at 7 o’clock that is entirely up to 
the majority and if that is your conclusion, if any of us can’t come 
back, we just won’t be here. 

Senator Misirxrn. That is all right with me. I can’t be here but I 
will follow whatever the decision is. 

Senator Lone. Then it is agreed that we will recess until 7 o’clock, 
at the conclusion of the questioning of this witness by Senator Millikin. 

Senator Mitirkr. I am through. 

Senator Lone. Then we will stand in recess until 7. 

Mr. Seakwoop. Senator, should I come back? 

Senator Ma.ong. I would like for him to come back. 

Mr. Seakwoop. Yes, sir. 

(Whereupon, at 5:55 p. m., the committee adjourned to reconvene 
at 7 p. m., the same day.) 

Senator Lone (presiding). Mr. Rivinus? 

( No response. ) 

Senator Lona. Mr. Lanier. 


STATEMENT OF J. C. LANIER, GENERAL COUNSEL, TOBACCO ASSO- 
CIATION OF UNITED STATES, AND LEAF TOBACCO EXPORTERS 
ASSOCIATION, GREENVILLE, N. C. 


Mr. Lanrer. Mr. Chairman, my name is J. C. Lanier and my home 
is in Pitt County, N. C. My State produces more leaf tobacco than 
any other State, and my county produces more tobacco than any other 
county in the United States. The soil and climate in my area are 
favorable to the production of a great variety of crops, but we are 
engaged primarily in the production of cigarette tobacco. 

In 1954, North Carolina produced approximately 900 million 
pounds of cigarette tobacco valued at nearly $500 million. The pro- 
duction of cigarette tobacco in the United States for 1954 amounted 
to approximately 2 billion pounds valued at more than $1 billion. 

In addition to North Carolina, the States of Virginia, South Caro- 
lina, Georgia, Florida, and a small part in Alabama produce what is 
known as the Virginia Bright tobacco. The States of Kentucky, 
Tennessee, Missouri, Indiana, Ohio, West Virginia, and North Caro- 
lina produce the type known as’burley tobacco. Maryland also pro- 
duces a type used in cigarettes. 
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In the year 1954, about 500 million pounds of United States leaf 
tobacco were exported to foreign countries. One-third of the cash 
income to growers in the flue-cured belt is derived from export sales. 
About one-fourth of the cash income from cigarette-type tobacco 
grown in the United States is derived from exports. These figures, 
[ hope, will give the committee an idea of the tremendous importance 
of the export market to tobacco growers, of whom there are more 
than 700,000 families who derive their cash income principally from 
cigarette tobacco. 

It is my purpose here today to assist the committee as best I can in 
determining how a continuation of the reciprocal trade agreements 
program will affect this important segment of the national economy. 

I am a tobacco grower. This is my principal business. In addition, 
| am general counsel for the Tobacco Association of United States and 
the Leaf Tobacco Exporters Association. The members of these asso- 
ciations are tobacco merchants who do not grow tobacco but who buy 
and sell leaf tobaceo, principally to customers in foreign countries. 
Today I speak in behalf of these two org: nizations, and also in behalf 
of and at the request of Tobacco Associates, Inc., and the Burley & 
Dark Leaf Tobacco Export Association. These organizations have a 
membership of nearly 800,000 tobacco growers. 

Tobacco has been an important export crop since the first settlement 
was made in Jamestown in 1607. From then until now, tobacco has 
been one of the most important agricultural commodities produced 
and exported by this Republic. During all these years tobacco has 
earned funds which, in turn, were available for the purchase of 
foreign goods and services needed and necessary in the early develop- 
ment of this Nation. It has also been for many years an important 
source of revenue to Federal, State, and local governments. In 1954, 
tobacco contributed more than $2 billion in excise taxes to the Federal 
Treasury and to State governments. 

At the present time, tobacco is the third mostimportant farm crop 
exported by the United States, exceeded only by cotton and wheat. 
In 1954, the value of tobacco exports exceeded $300 million. It is 
therefore obvious that any changes in trade restrictions within the 
United States or in foreign countries which affects the sale of our 
tobacco in foreign countries will directly affect the cash income of all 
these 300,000 farm families who grow tobacco. 

It will also affect the entire economy of a large area where tobacco is 
grown. Should such changes adversely affect the exportation of to- 
baeeo, these changes would be reflected in lessened purchasing power 
in those areas. It would mean that fewer automobiles, refrigerators, 
tractors, watches, as well as countless other commodities used in these 
areas, Will be bought. This, in turn, would affect the economy of other 
sections of the country where these articles are produced. 

We have been able to maintain our export markets for tobacco 
because it is superior in quality to similar types grown in other coun- 
tries. In a free market in competition with tobacco produced in any 
other country we can outsell the competition. 

Two factors have worked against the expansion of world markets 
for our tobacco. One has been the scarcity of United States dollars 
in the hands of foreign purchasers. The other has been the trade 
restrictions imposed by foreign countries on American tobacco. These 
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restrictions can be attributed largely to the desire of those countries 
to conserve their dollar exchange. 

The most feasible way, in my opinion, to increase the sale of our 
tobacco in foreign countries is to permit them to sell more of their 
goods in the United States. We cannot continue to sell to them if 
we do not buy. Neither can we continue a giveaway program. It is 
illogical to subsidize the sale of United States Is by loans and 
grants, and at the same time restrict the market ag il goods in 
the United States. We believe that trade is a two-way street. Some 
countries are able to produce goods more advantageously than we can 
produce them. We can produce tobacco more advantageously than 
most other countries. We believe the exchange of goods in such cases 
is to the mutual advantage of both countries. 

We therefore favor the development by the United States of a long- 
range foreign-trade policy which will provide the machinery for 
future reductions in the barriers and obstacles which tend to restrict 
the exchange of goods between our country and the other free coun- 
tries of the world. We believe that such a policy is consistent with 
the national interest, and with national security. We believe that 
H. R. 1 will implement that policy. We therefore recommend the 
extension of the Trade Agreements Act as provided in H. R. 1. 

We do not advocate the immediate abolition of all trade restrictions. 
We realize that it is necessary in certain instances to protect certain 
segments of agriculture and industry by tariffs or by import quotas. 
Such restrictions, if properly used, can serve the best interests of our 
Nation. But in using such restrictions, the national interest should 
be considered. 

We believe that the peril-point and escape-clause provisions of the 
present Trade Agreements Extension Act are ample for the protec- 
tion of any industry. Wedo not contend that the program has worked 
perfectly in all cases. Nothing is perfect in matters of thiskind. We 
do believe that the overall end result has been good. 

We recognize that producers of products sold largely in the domes- 
tic market have théir problems. e think that their interests should 
be carefully considered. But the final decision with respect to any 
segment of our economy should always be made in the overall public 
interest. 

H. R. 1 is not a mandate to the President to lower tariffs. It merely 
provides the machinery for lowering them when it is in the public 
interest. It also provides for the raising of tariffs when it would be 
in the public interest to do so. For my part, I am perfectly willing 
to trust our President to weigh the issues carefully and to make the 
decisions, under the restrictions provided in the bill, in the interest 
of all the people. ; 

We are seriously concerned about our national security in the years 
ahead. Our way of life is now threatened as never before in its his- 
tory. In order to meet successfully the threat of communism we must 
have friends and allies. We cannot afford to stand alone but must 
have friends and allies. In order for those friends and allies to exist 
and prosper they must have access to trade. If we fail to provide a 
means under which they can trade with us they will be forced to trade 
elsewhere. Friendship follows trade. If their trade and_ their 
friendship goes elsewhere, it could mean disaster to us in the future. 
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We cannot live alone. We cannot build a fence around us.’ We 
must build friendships with other nations and to do this trade and 
commerce are priceless weapons. H. R. 1 places these weapons in the 
hands of our President with certain limitations. I have no doubt that 
if Congas grants this authority it will be used by the President in 
a way that will best serve our country. 

Thank you very much. 

Senator Lone. Let me ask you this: Do you feel that trade should 
flow along the lines of natural advantages, that the country that has 
the natural advantage in a certain product should trade with other 
countries that have advantages in producing other types of commodi- 
ties ? 

Mr. Lanter. I think in cases where an industry is starting out, is in 
its infancy, that there should be some protection for it. But in the 
final analysis, I think that should be more or less the yardstick; yes 
sir. 

Senator Lona. It seems to me that there perhaps should be some 
device in our trade law to encourage other countries to raise living 
standards, As a matter of fact, most countries can’t produce manu- 
factured articles any cheaper than we can, in a general sense, but many 
of them can wndersell us because of low wage standards. 

If we could find a practical way to encourage other nations and 
other manufacturers abroad to raise living standards, that would 
inake better customers of those people, wouldn’t it ? 

Mr. Lanter. Yes; it would, Senator. And, in my opinion, the only 
way that they can raise their standard of living is to sell more goods 
to those that are able to buy them, and therefore they can buy more 
of the goods that would raise their standard of living. 

Senator Lone. I have never found the exact proposal that might 
do it, but I have been working on the idea that we should have some 
proposal whereby we could agree to make tariff concessions where 
we could see a true demonstration that the concessions either had or 
would result in an increase in the living standards in the countries 
with whom we are trading. 

It seems to me that one of these days we are going to have to find 
some practical means of pressing for that objective. I believe that 
we are going to need it as a part of our fight against communism. 

I take it you do find some appeal in that idea ¢ 

Mr. Lanter. I do. 

As someone has said, an empty stomach is the best breeding ground 
for communism that there is, And in the countries that have those 
low standards, the threat of communism is the greatest. Take Japan, 
for instance, at this moment. They are our late enemies, of course, 
but now we look upon them as an essential part of our defense in case 
a global war comes about. 

To me, the question as to whether they are going with the free world 
or with the goviet bloc depends upon their national economy. If 
they are hungry and despondent and without hope, we are going to 
lose them. But if we can let them trade with us to some extent, and 
we trade with them, then I think they would be on our side. And some 
of these days we are going to need them, if I see anything in history. . 

Senator Lone. Thank you. 

Senator Malone? 





1838 TRADE AGREEMENTS EXTENSION 


Senator Matonr. Mr. Lanier, you are in the tobacco business? 

Mr. Lanter. Yes, sir; I ama tobacco grower. And I also represent, 
as I said before, two organizations who buy and sell leaf tobacco 
mostly in foreign countries, but do not manufacture tobacco products. 

Senator Matone. Well, I chewed that tobacco when I was in France, 
in World War I. 

Mr. Lanter. I was over there, too, Senator, in World War I. 

Senator Martone. You chewed tobacco, too, then, did you not? 

Mr. Lanter. Yes, sir. 

Senator Matone. I fully sympathize with your position. You 
want tg sell more tobacco. And you are willing in order to sell that 
tobacco to sacrifice some other product in this country ? 

Mr. Lanter. No, sir. 

Senator Martone. How would you explain that? I listened very 
carefully to your statement. 

Mr. Lanter. Maybe I can give a specific instance. England is our 
lurgest customer for tobacco. I see quite a number of English auto- 
mobiles over in this country that are brought in and sold in competi- 
tion with the biggest industry in this country. And I have never 
heard yet that that was destroying our automobile industry. And 
yet the fact that we allow them to market an insignificant number, as 
cars go in this country, on our market—then we are able to go ahead 
and sell them more tobacco than we sell to any other country. 

Senator Martone. Yes. 

I-think if Mr. Reuther is going to bring down free trade, he is go- 
ing to see the day he will ride down the middle of the street in Detroit 
in an English-made Ford, bowing to his unemployed workers on the 
streets ; I think that day will come. 

Mr. Lanter. As I said before you came, I am not in favor of abo- 
lition of all tariffs at this time. There are instances in which they 
are not only desirable but highly essential. But I do not believe that 
because of some temporary damage to a small segment of the economy 
the interests of the entire country should be subordinated to that one 
small segment. 

I will give you an example, if you will let.me, Senator. 

Senator Matone. Go right ahead. 

Mr. Lanier. This is in my home State. A few people there have 
started recently the cultivation of the Turkish type of tobacco. Now, 
we can produce Turkish-type tobacco, but at a heh cost. It is pos- 
sible that it costs them as much as $2 a pound to produce this tobacco. 
We.can buy, and have been buying this type of tobacco in foreign 
countries for $1 or $1.25 a pound. 

Now, I just can’t see any reason why these domestic producers should 
come here and ask that a dollar a pound be put on kish tobacco, 
from Greece and Turkey, from those countries, in order to protect 
this industry which is just starting. I think the public interest 
should be paramount to the interests of any small group. 

Senator Matonr. What size slice of the economy is this tobacco in- 
dustry in the national economy ? 

Mr. Lanter. The whole industry ? 

Senator Martone. Yes. 

Mr. Lanrer. The valuation of the leaf product for 1954 was in ex- 
cess r- — It paid in taxes, the finished product, in taxes paid 
over $2 billion. 
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Senator Matone. $2 billion out of about $350 billion ? 

Mr. Lanier. What is the $350 billion ? 

Senator Martone. The total production of the United States. 

Mr. Lanier. I mean, that is the farm value of the tobacco grown, 
yes. The finished product would run at least six times that much. 

' Senator Martone. Do you finish it before you send it to England, or 
do you send it in a raw state ? 

Mr. Lanier. We redry it down to about 10 percent moisture con- 
tent. 

Senator Matone. but it isnot manufactured ? 

Mr. Lanier. It is not manufactured. 

Senator Matonr, It is really a raw product, it is unprocessed ¢ 

Mr. Lanter. It is unprocessed. 

Senator Matoneg. $2 billion would be about a fifth of 1 percent in 
iheeconomy. You wouldn’t be talking about your own industry when 
you are talking about a small segment, would you ? 

Mr. Lanier. I wouldn’t consider ours a small segment, since we are 
the third largest exported farm commodity, exceeded only by cotton 
and wheat. 

Senator Martone. Wheat; we pay for that export, don’t we? 

Mr. Lanter. I am not too familiar with the wheat problem. 

Senator Martone. To bring you up to date, it costs us about 50 or 
60 cents for every bushel we export. 

Mr. Lanier. | do know that the wheat has cost the Commodity 
Credit Corporation a lot of money. 

Senator Matong. And you pick up the check. 

Mr. Lanter. But tobacco has not. 

Senator Ma.ong. I am not complaining about that, understand. 
We voted that kind of a deal. 

Is your industry considered important in national defense 

Mr. Lanter. Considered important 

Senator Martone. In national defense. 

Mr. Lanter. I think we are as important as the average industry ; 
yes. 

Senator Martone. You mean, it is that necessary to national defense, 
that if we didn’t have tobacco, here, we couldn’t fight a war; is that 
the way it is? 

Mr. Lanter. I think so. 

Senator Matonz. What do you base such a statement on? 

Mr. Lanter. Maybe I didn’t get your question. 

Senator Martone. You have covered a good wide field here about 
national defense and the good of the country. Do you consider the 
tobacco industry—or do you consider tobacco a critical material that 
you couldn’t fight a war without? 

Mr. Lanier. No, sir; I wouldn’t. consider it a critical material. 
From your experience and mine, we know that the soldiers consider 
it very essential to morale in any Army, because that is often the 
first thing they call for—sometimes even before they ask for food. 

Senator Matone. You think, then, that this is a necessity in na- 
t ape poten, and it ought to be considered a national defense in- 
dustry 

Mr. Lanter. I would not say so; no, sir. I would say it is almost. 
a necessity to the soldiers, 
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Senator Martone. Well, soldiers are necessary; aren’t they? 

Mr. Lanter. It appears so now; yes, sir. 

Senator Martone. [ didn’t mention any particular type. At least, 
you have to have men to run the business, and we call them soldiers, 
whatever they do. 

Mr. Lanter. Yes, sir. Unfortunately, it seems to be very true, 
there seems to be a necessity for a great many soldiers, sailors, and 
marines, 

Senator Matong. Probably some of the jobs that you and I used 
to do have been obliterated, but new ones have been created for soldiers. 

Mr. Lanier. Yes, sir. ' 

Senator Martone. You wouldn’t consider it a critical or absolute 
and necessary material for national defense; is that right? 

Mr. Lanter. That is right; I would not. 

Senator Matone. And you wouldn’t consider it a large industry ; 
that is to say, you wouldn’t consider it would cripple the entire 
national economy if you suddenly lost about half of it; would you? 

Mr. Lanier. Not the entire nationaleconomy. But as I said earlier, 
there are over 700,000 families in the United States who depend 
upon the production of cigarette types of tobacco for their cash in- 
come. And the condition which you described there would seriously 
affect the economy of the tobacco-producing areas. And that, in turn, 
would have its effect in every other area of the United States, because 
we buy a lot of things that other segments of our economy produce. 
We area great market. 

Senator Matone. You don’t put in with Mr. Taft, then, and others, 
that you could slowly move from one industry to another, and per- 
haps move workers and families from one area to another to com- 
pensate that loss of an industry or part of an industry? 

Mr. Lanter. It would be possible to transfer the activities of tobacco 
growers over a period to other crops. But those crops are already 
being overproduced, and such action would further aggravate the 
present situation. 

Senator Matone. They weren’t talking about other crops, other 
mining jobs, or other bicycle jobs; they were talking about going 
into manufacturing industries where they think they are going to 
increase the market abroad by allowing these raw materials to come in. 

Mr. Lanter. It would take a long time to transform the great farm- 
ing area where I live and where tobacco is grown into manufacturing 
communities, 

Senator Martone. I didn’t say they wanted to dothat. They would 
transport them to another area, and we would appropriate the money. 
You don’t think much of that suggestion, do sont 

Mr, Lanter. I don’t. 

Senator Matonr. I don’t, either. And I find myself in great agree- 
ment with you when you say you want to preserve your industry. 
But where I part company with you is when you would sacrifice a 
part of another one to preserve it. You do not mean that really, do 

ou? 
ti Mr. Lanter. I hope I did net say that. I said at times it is neces- 
sary that industry be protected both by tariffs and import quotas, 
but there are cases where to give the ident authority to make 


oo 
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reciprocal trade agreements would benefit the whole economy of the 
country. 

I ont understand it that if this bill should pass, President Eisen- 
hower is going to take it as a mandate to immediately go and reduce 
tariffs. 

Senator Matone. I am glad that you southerners have so much con- 
fidence in our President, because I helped elect him, and I know 
some of you fellows did, and I will help elect him again, and I hope 
you do. 

” Mr. Lanzer. I certainly hope to. 

Senator Matong. And I have great confidence in him. But the 
Constitution of the United States is a great document, too; isn’t it? 

Mr. Lanter. Yes, sir. 

Senator Matone. What does it say about this matter of regulating 
foreign commerce, foreign trade, and the setting of duties! 

Mr. Lanter. Well, my recollection, Senator, is that it says Congress 
shall have power to do that. 

Senator Matone. Doesn’t it say Congress shall take care of it? 

Mr. Lanter. Yes; I think so. 

Senator Martone. Now, there are some people, then, that believe 
Congress should exercise that power, just like they did the matter 
of regulating domestic commerce between the States when it comes 
to freight rates. They didn’t give that power to the President and 
tell him to go ahead and be the judge of what freight rates should 
be. What they did was to create an Interstate Commerce Commis- 
sion, and they said to that Interstate Commerce Commission: “Now, 
you regulate these freight rates,” and laid down the principle upon 
which they should regulate them. 

Mr. Lanier. [think so; yes. 

Senator Ma.one. And that principle was the principle of a reason- 
able return on investments. Wasn’t itsomething like that? 

Mr. Lanter. I think that is correct. 

Senator Masons. I think it was. 

I served 814 years on the State Commission of my own State. They 
call it the public service commission out there. I was the engineer 
member of it at that time. And I held a good many hearings for 
the ICC, and the Interstate Commerce Commission is charged by 
Con with the same thing that your State charges its Public Serv- 
ice Commission, or Railroad Commission, or whatever it calls it, and 
mine, and all the rest. They write a book about it; the. law is pretty 
long. But when you simmer it all down, it really says it shall be 
done on the basis of a reasonable return on investment. And so the 
State commission and the ICC, on interstate, may spend quite a lot 
of time, sometimes several years. In a State commission they spend 
months, or eyen years, in determining the valuation of the public 
utilities, considering original cost and replacement. values, and amor- 
tization, and «ll that sort of thing. But when they finally arrive at 
the value, whether it is $1 million or $50 million or $500 million, they 
do arrive after they have considered all these . _ Then they con- 
sider what, a: reasonable return would be, whether it is going into an 
agricultural community, and if, in a hundred years from now, it will 
still be pretty good. Or it might be going into a mining community 
that. might change to depreciate the investment, or it might be into 
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some kind of a park area where the character might change. But 
they will determine what they consider a reasonable return on the in- 
vestment, whether it is 2, 5, or 10 percent. 

And, then, }t is appealable to a court by either side. But they settle 
it, and it is on that principle. They can’t consider more than a reason- 
able return because it is John Jones’ uncle, or something else. They 
have one criterion. 

Now, the Constitution says that Congress is in charge of that busi- 
ness. The Constitution says that Congress is also in charge of this 
regulating for commerce, foreign trade, and setting the duties, imposts, 
and excises, we call them tariffs. *And the Congress created this 
Tariff Commission as its agent, just like the Interstate Commerce 
Commission, snd Congress gave that Commission in quite a large 
volume of directions. But when you simmer it down there is only one 
criterion, and that was the difference in cost of products, the reason- 
able cost here of a product and the reasonable cost of a like product 
in the chief cempetitive nation—in other words, a fair and a reason- 
able competit've basis. They set that down as a principle. 

The Tariff Commission wasn’t entitled to go out and say, “Well, 
now, agriculture needs help, or the minerals industry needs help, so 
we will allow this to be a little under that competitive amount, and 
we will help these other industries.” There is nothing like that in 
the law; it is just one criterion. 

Now, I am going to ask you—you look like a fair man to me. 

Mr. Lanter. Thank you. 

Senator Martone. You probably have done a lot of good hard work, 
and maybe some of it you didn’t get too well paid for—I can sym- 
pathize with that, too—— 

Mr. Lanter. I have been working 50 years, Senator. 

Senator Maron. Well, I have got you beat about 14 years, so I can 
sympathize with you on all facets of it. 

Now, I am going to ask re if you think it was a wise thing for 
Congress to do, to change that principle that they laid down of fair 
and reasonable competition? Man ple have said over the years 
that they did that to develop the whole country, so that if you or I or 
any of our people want to establish a business, and we find the area in 
the country that fits all these factors, you can say so to the folks you 
are trying to get to finance it. Most of us do have to go out and get 
help. 

Congress has laid down a principle; no foreign nation can 
hurt us, unless there is a mistake made, because the Congress has said 
that anything that comes in here is coming in on the basis of a reason- 
able cost in this country. The duty is going to make up cost difference, 
and then adjust it up or down. It is flexible in the 1930 act for that 


urpose. 

" ‘And then if the prospective investor thinks that is all right, maybe 
he will risk his money on it. Do you think Congress is smart in 
changing that policy and going over into a policy under the 1934 Trade 
Agreements Act where not an agent of Congress but the Executive— 
a different branch of government entirely and mostly the State De- 
partment—fixes the tariff? I think you will agree that the State De- 
partment is interested in foreign affairs eae by the way, 
the executive department is charged with setting foreign policy and 
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the whole business. To put that in the hands of the Executive, and 
then broaden the factors, take in many other factors, like the meshing 
of many economic factors between different types of business in this 
country, mining, manufacturing, and agriculture, and the condition 
of the world, whether something helps our relations with other nations 
of the world, defeats the purpose of the Constitution. All of those 
factors this Executive can consider, whether it is on a basis of fair and 
reasonable competition or not. When he comes into it he can sacrifice 
one industry or another, if he wants to—and I think you will agree 
with me that he can and has done that on different occasions. Do you 
think it is a wise move to change that principle from a principle of fair 
and reasonable competition to a principle of the general good of the 
whole Nation and international relations ¢ 

Mr. Lanter. Well, that is a long question. 

Senator Matong. I wanted to explain the background. Now, I will 
state it in very short form: 

Do you believe that the 1934 Trade Agreements Act should be con- 
tinued to substitute for the 1930 Tariff Act where it is a principle, and 
the other is on a general array of factors that the Executive can con- 
sider ¢ 

Mr. Lanier. Well, I would say, yes, Senator, because under the 1930 
act it is impossible to find a true criterion of relative costs in foreign 
countries as compared with ours. 

I would also say that in bringing the President of the United States 
into this picture, he is in a position to weigh the whole public interest 
and the national seeurity against the complaint and against the fancied 
or real injury to a segment of our economy. And because he is charged 
with this responsibility in the national security, he is the proper man 
— the limitation set out in this bill, he can do it better than any- 
one else. 

Now, I grant that if Congress had the time, if this Senate had the 
time to hear each complaint from a segment of industry that is 
threatened with serious damage because of foreign competition, that 
that would be a way it could be done. But, as a practical matter, the 
Senators now have so many things to do, that they could never get 
through with the required hearing, and therefore under our system 
you have delegated this matter to the President of the United States, 
who has been elected by all the people, and who, I believe in the settle- 
ment of any of these Sagreten, will be guided by the best interests of 
all the people. 

Senator Matonr. I judge from your answer that you think it is well 
that we did change the principle, and it should be continued. 

Mr. Lanter. Yes, sir. 

Senator Martone. Now, I would ask you one other question, as long 
as you were kind enough to say that we are busy up here. 

Do you think the President has time to hear all these things? 

Mr. Lanter. I know he is very busy; I really don’t know 
whether-—— 

Senator Martone. Do you think he hears any of them? 

Mr. Lanter. Do you mean personally ? 

Senator Matone. Yes. 

Mr. Lanter. I wouldn’t know. 
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Senator Matonr. Of course he doesn’t. What he does is turn it 
over to the State Department that has a one-economic-world idea and 
has had for 20 years. ! 

And, as a matter of fact, for your information, whatever they think 
about it—and we all have our ideas—we have been following England 
for 21 years, Mr. Churchill and Mr. Eden have been ex officio members 
of our State Department for that length of time—— 

Mr. Lanter. I couldn’t disagree with you too much on that one. 

Senator Matonr. I am sure you couldn’t, because you look like a 
man who, when he was in the Army, knew what was going on around 
him. 

Now you agree with Mr. Dulles then when he was asked a question 
that if he thought—I will read the question that was asked him. He 
was asked : 


Do you agree that there is authority in the act to trade away an American 
payroll to serve an international purpose that would cause an injury to a payroll? 


Mr. Dulles said: 


Conceivably, yes. We do a lot of things that do great injury to the American 
people to serve an international purpose. 


He goes on to say in that connection: 


I do recognize that the competition, whether it is domestic or foreign, does 
injury, and it injures first the weaker and less economic units in our industry. 
And he believes in it, just as you do. 

I have great sympathy for your industry, the tobacco industry. I 
quit using it except for a few cigars. I quit smoking cigarettes. That 
makes no difference at all. It is an industry, and it is an important 
industry in this country. 

And, to the extent that it is an important industry and fills an eco- 
nomic need, you think yon are entitled to the American market. At 
least, you are entitled, and any other sector that you described of this 
tobacco industry is entitled, te protection to the point of the difference 
in the wages and standards of living and the taxes and the cost of doing 
business here and abroad in the chief competing nation. 

I think they are entitled to that, and if they ever come before a com- 
mittee of which I am a member, I will vote for it. But I don’t think 
you have a right to sacrifice them, because you live in that area. If 
they need greater protection than that, the difference between the wages 
and the taxes and the cost of doing business here and the chief compet- 
ing nation, then that is a matter to be taken up specially, like Congress 
took up one time the sugar industry, 

Mr. Lanter. I would like to inject there, Senator, that we in the 
growing of tobacco are not requesting any protection. 

Senator Matone. I know that. But you said awhile ago that there 
are certain people who are not entitled to it down there. I don’t know 
what they are doing. But you said, over in Egypt or someplace, you 
can grow that tobacco cheaper than they grow it here, therefore, they 
shouldn’t be entitled to protection. 

Mr. Lanter. I said, rather than to destroy the friendship and the 
trade with Turkey and Greece, with all the political implications in- 
volved, that I think it would be against the national interest to change 
that protective rate just to take care of a few people who have gone 
lately into this business of growing Turkish tobacco. 
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Senator Martone. You send word to them that up to the extent of 
the difference in the wages and standards of living, the taxes and the 
cost of doing business here and in Turkey, there is one United States 
Senator that will stay with them. 

Mr. Lanter. Well, it might cost these people as much as $3 a pound, 
I know it is costing $2, to grow that product which we can buy on the 
market for $1 a pound. 

Senator Marone. I didn’t say that. I said the difference in the 
wages and the cost of doing business between here and Turkey. Be- 
yond that, if it is important you could take it up as a special thing. 

But I believe that any man that says because you can produce a 
product cheaper in a foreign country using lower wages, and says that 
he is for that, is not in sympathy with the working maa and the small 
investor in this Nation. 

I am insympathy with them, and I am for them. 

Mr. Lanier. I would not consciously hurt any working man in this 
country, I come from working people—— 

Senator Martone. Unless it was to sell tobacco? 

Mr. Lanter. No, sir, 1 wouldn’t hurt them for that. I do say, in 
this country through our know-how, and especially in the case of 
growing tobacco—we have competition, we have competition from 
Rhodesia, India, Italy, Canada and other countries which are grow- 
ing flue-cured tobacco—but because of our know-how and because of 
the superior quality of our product we do not fear this competition, 
we meet it, we meet it all over the world. And we meet it in this 
country. 

Senator Matonr. I have been in all these nations, and one of these 
days you are going to fear the competition, both in wheat, in cotton, 
in tobaceo, and everything else, because whatever know-how you have 
can be hired and taken over there. You can hire anybody—perhaps 
not anybody—but you can get men down in the South who know as 
much about raising tobacco as you do, and take them right over there 
to the place where it can be raised cheaper. 

Mr. Lanter. They have done that. 

Senator Matone. Of course. And they can whip you to death, just 
give them a little time. 

Mr. Lanter. I am bound to disagree with you on that one, Senator. 

Senator Martone. We will let that ride. But what you have said 
today is that what you want to do is increase the imports in other 
areas of our industry here in order to sell more tobacco. That is what 
you have said, regardless of whether or not they need more protection 
than that difference in the wages and living standards and the taxes 
and the cost of doing business here and abroad. That is really what 
you said in your statement. 

Mr. Lanter. You are putting words in my mouth that I did not 
intend to say if I did say them. What I am saying is that we would 
like through reciprocal trade agreements—— 

Senator Martone. Did you ever hear of any reciprocal trade phrase 
in this act? Is that reciprocal phrase in it, and does it operate that 
way? Do you know anything about what these foreign nations do 
with which these trade agreements are made ¢ 

Mr. Lanter. It has operated in the case of tobacco, where we have 
been able to secure findings in the tariff rate for tobacco going into 
England—I think it was at Geneva 
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Senator Maronr. I don’t think England produces any tobacco, do 
they ? 

Mr. Lanter. Not in England, no, sir. 

Senator Martone. Where do they produce it ? 

Mr. Lanter. In Canada, Rhodesia, South Africa, Australia, in the 
Commonwealth, but not in the United Kingdom. 

Senator Martone. Do you have any indication of any limit of im- 
ports that might interfere with the imports from any part of the 
United Kingdom ? 

Mr. Lanter. Any limit to the imports of tobacco into England from 
other parts—— 

Senator Matone. No, do you have any indication that if you inter- 
fered with the imports of tobacco from any other part of the United 
Kingdom that you might be limited somewhat sometime? Do you 
have any indication of it? 

Mr. Lanter. We never have, because they can’t sell against us in 
this country, regardless of any tariff. 

In other words, we have no fear of the competition of Canadian 
tobacco—— 

Senator Matone. I am not talking about that. I am talking about 
the tobacco imported into England from here. They import the to- 
bacco from here, the addition of that they need after they get what- 
ever they need from parts of their kingdom, don’t they ? 

Mr. Lanter. No, sir. That is not the fact. They have been tradi- 
tionally our largest customer since colonial days. In spite of the fact 
that Virginia-type tobacco is now being grown in Rhodesia, India, and 
Canada we still sell them more tobaceo than they buy from all other 
people combined. 

Senator Martone. Do they buy what they have to sell from Rho- 
desia ? 

Mr. Lanter. They do not buy all the Rhodesian tobacco, no. 

Senator Martone. Where does it go? 

Mr. Lanter. It goes to the world market—Australia, South Africa, 
continental Western Europe 

Senator Martone. In other words, they have no trouble in selling it 

Mr. Lanter. They have some trouble in selling all of it, because they 
are out there in competition with our tobacco. 

Senator Matonr. Then why do you say, if you have all this good 
product, and you have no trouble selling it, why do you say that you 
are for something that will allow the President of the United States 
to do something that will decrease the employment in one industry 
here so you may get the money abroad to buv more of your product ? 

Mr. Lanrer. Well, we will take the case of France, Senator. France 
operates on a tobacco monopoly. There is no duty on tobacco that 
goes into France. But the tobacco monoply earns the revenue for the 
Government by the profits they make for their product. 

Now, they buy very little of our tobaeco—— 

Senator Matonr. Where do they get it ? 

Mr. Lanter. They produce a large amount themselves. They also 
get. some from other sources, from India, Rhodesia, Brazil, from vari- 
ous countries. 

Senator Matone. Brazil raises tobacco? 
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Mr. Lanier. Brazil does raise tobacco; yes, sir. Now, we would 
like, in the case of France, for example, to find some articles—French 
gloves, maybe, or French wine, or something else—which because of a 
lowering of our tariff rate on the articles they could find a new or 
increased market in the United States—something that could be sold 
over here which would not affect adversely the market for our domes- 
tic goods—and in return we could sell them more tobacco. 

Senator Martone. I understand what you mean. And in the wine, 
you are merely curtailing the American market for the American 
wines, And also the gloves. Gloves are made up in New England 
and other places, and the glove people have been down here. 

That is exactly what you are advocating. I understand it per- 
fectly. But, I am not for it. 

Mr. Lanter. I am advocating it where it does not seriously affect 
any other segment of our economy, and we think in such cases it should 
be done. Now, inthe industry 

Senator Martone. What is this whole picture where tobacco fits in 
so importantly ? 

Mr. Lanter. I mean the whole picture of security in this world 
struggle that is ahead of it. 

Senator Martone. Is tobacco a security product ? 

Mr. Lanter. No, it is not. But the money we get for it is quite 
important in the Nation’s economy. 

Senator Matonr. Well, is the money we get for gloves important ? 

Mr. Lanter. Yes. 

Senator Matone, And you would displace it if you brought French 
gloves in at cheaper prices, made by cheaper labor ? 

Mr. Lanter. We would think that any number that is brought in 
that would not to a substantial—I believe that is the word they 
used 

Senator Maton. Seriously ? 

Mr. Lanter. Seriously injure a segment of the industry, could be 
absorbed without serious injury to that segment. 

Senator Maxtone. There have been several decisions here lately. 
One of them is in the mining industry in zinc and lead, where the 
President apparently didn’t think there was serious injury, but about 
%) percent of the boys are out of work. So when it is a question of one 
man or one group in the Government on an arbitrary basis of deter- 
mining whether there is injury or not, no principle involved, just on 
an arbitrary basis, don’t you think there is a very grave danger of 
hurting industry and employment in this Nation ? 

Mr. Lanter. I think that under the limitations in the law a remedy 
is there. 


Syehtee Matone. What is the limitation? What are the limita- 
tions ¢ 
Mr. Lanter. Well, the escape clause under which—you know what 
I am talking about—whenever an industry is threatened with serious 
injury and they can show it to the Tariff Commission, the Tariff 
Commission recommends that the duty be raised on the competing 
article. These recommendations are submitted to the President. And 
while he is not required under the law to carry out the recommenda- 
tions, I think that we could depend upon the President, even thé people 
who advise him, to make a fair decision. 
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Senator Martone. Well, the fact remains that it is entirely up to 
the President or his group. 

Mr. Lanter. The responsibility is on the President. 

Senator Martone. As to whether he accepts the Tariff Commis- 
sion’s recommendation. 

Mr. Lanter. That is my understanding, sir. 

Senator Martone. And you do understand that he rarely does? 

Mr. Lanter. In some instances I recall that he has. In the case of 
the watch industry he raised the tariff rates to protect a segment. I 
am not familiar with all of it. 

Senator Martone. I say rarely. I think you will admit that he 
takes the advice of the Commission rarely. He did take it a couple 
of times, and that is all. 

Mr. Lanter. I really couldn’t tell you about that, sir. 

Senator Martone. In other words, you do leave it to the President 
of the United States by an arbitrary decision to decide whether to 
take the recommendation of the Tariff Commission on serious injury 
to an industry, and you are satisfied with that? 

Mr. Lanter. I am satisfied to leave it with the President. 

Senator Martone. But you understand that he is the one who makes 
the final decision without regard to whatever the Tariff Commission 
does ¢ 

Mr. Lanter. He is the final arbiter, yes. 

Senator Matonr. Do you understand these extraneous organiza- 
tions such as the General Agreement on Tariffs and Trade at Geneva, 
what they have been doing for the last few years since 1947? 

Mr. Lanter. Senator, not enough to comment on honestly, I do not. 

Senator Martone. I appreciate that. 

Mr. Lanter. I am down working in tobacco, trying to sell more 
tobacco. 

; Senator Martone. They don’t let anybody know what they are 
oing. 

Mr. Lanter. They haven’t let me, and so I couldn’t tell you. 

Senator Martone. I will tell you this much—and this has never been 
doubted—that under the Trade Agreements Act—some think it is 
legal, some say they don’t think so—Mr. Taft thinks it is, he says he 
thinks it has all the sanction that it needs in the present act, and it 
certainly will have if we pass this act—34 nations get eeptiee ov 
there at Geneva—it was in the general area that you and I served in 
1917 or 1918—and they sit down with our markets in the pot and 
divide the markets with the nations of the world. 

Now, if this act did not renew ne our markets are no longer in the 
pot. So the things that we have done in the past would still be in 
full force and effect, any trade agreements made by the Secretary of 
State or the President, until and unless the President of the United 
States serves notice for cancellation of that trade agreement on that 
country. But they couldn’t make any more trade agreements. 

In other words, the sucker has gotten up from the game, and there 
would be no more game. You understand that, don’t you? 

Mr. Lanter. I understand the terms you are talking about. 

Senator Matone. Yes, you understand the game, you have seen 
many of those games when payday comes, but if the fellow that has 
won the money goes to town, game is over, isn’t it? 
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Mr. Lanter. That is right. 

Senator Matone. That is the way it is with the General Agree- 
ment on Tariffs and Trade. 

Mr. Lanier, I think you have made a good witness. I think you 
have made yourself very clear. I personally appreciate your coming 
up here. I want vo to know I sympathize with your industry, but I 
do have to say—I think I should have now with 30 pene in the engi- 
neering business, and this is the ninth year steady in this eet came 
here mostly on account of this thing—that I think the Trade Agree- 
ment Act is destroying the workingman and small investor of this 
Nation. 

Mr. Lanter. I hope I have been fair, I certainly want to be, and I 
want to tell you I appreciate the courtesy of the chairman and the 
Senator from Nevada. 

Senator Martone. If I have been any other way I apologize, because 
I recognize in you a similar individual. And I appreciate your com- 
ing up here. 

Mr. Lanter. Thank you, sir. 

Senator Lone, Thank you, Mr, Lanier. 

A. H. Jones, vice president in charge of the export division of the 
Gardner-Denver Co. 


STATEMENT OF A, H. JONES, VICE PRESIDENT IN CHARGE OF THE 
EXPORT DIVISION, THE GARDNER-DENVER CO., NEW YORK, N. Y. 


My name is A. H. Jones. I am vice president in charge of the 
expory, division of the Gardner-Denver Co, I joined this organization 
in 1927, 

At President Eisenhower’s news conference on Wednesday, March 
16, 1955, a reporter asked the President if he would care to comment 
on the Senate’s action on the tax bill, and the President replied, 
“Would I be pg to say, ‘Hurrah’?” If H. R. 1 is passed, and 
someone should ask me to comment, I would borrow the same expres- 
sion. In order to export, it is necessary to import, and, in my opinion, 
to work out an equitable international trade policy is essential. 

The Gardner-Denver Co. has just published its 95th annual report, 
as of December 31, 1954. Our manufacturing plants are located in 
ae Ill.; LaGrange, Mo.; Denver, Colo.; and Grand Haven, 

ich. 

We have over 3,000 employees. 

The total volume of business done by the Gardner-Denver Co. dur- 
ing the year 1954 amounted to $37 million. The amount paid in Fed- 
eral taxes during 1954 totaled $3,720,000. Wages and salaries paid 
to our employees amounted to a total of $13 nition. 

The Gardner-Denver Co, manufactures the following products: 
Pea air compressors, rock drills, and pneumatic tools. 

Sales are made to the following industries: Oil, mining, contracting, 
and industrial manufacturers. 

The foreign business of the Gardner-Denver Co. comprises approxi- 
mately one-third of the total volume of sales. 

The restrictions imposed today by foreign governments, because of 
dollar shortages, are definitely going to affect adversely the export 
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sales volume of our company. These restrictions are well known, and 
include: 

(a) Import quotas. 

(6) Import licenses. 

(c) High tariffs. 

(d) Nonconvertibility of currency. 

Sales made by the Gardner-Denver Co. in foreign markets also affect 
our suppliers, in that, during 1954, for example, over $15 million was 
paid to the suppliers in the United States by our company for mate- 
rials, supplies, and services. Gardner-Denver Co.'s exports sales vol- 
ume, therefore, directly affects the volume of business that our sup- 
pliers can provide to us. 

If we are to maintain our present export position, and to endeavor 
to increase our export sales volume, I believe that it is vital that other 
countries not be denied the opportunity of earning the dollars neces- 
sary for the purchase of products manufactured in the United States. 

The Gardner-Denver Co.'s policy to date has not favored an over- 
seas manufacturing program, since it has been our desire to expand our 
business in the United States and sell our merchandise for dollars 
from the plants that we already have, always striving to increase the 
volume of business in these plants. This, of course, affords us the ad- 
vantages of expansion and results in an increase in the number of em- 
ployees, the purchase of more materials in the United States, and the 
consequent increase in the amount of taxes paid to the United States 
Government. 

With the restrictions encountered today in the export markets, our 
possibilities of selling abroad are declining. In view of the propor- 
tion of our total volume that is going into the export market, this would 
necessitate a reduction in the number of our employees, a decrease in 
purchases of materials, supplies, and services, and, as a result of our 
smaller production, a reduction in the amount of taxes paid by our 
company. 

If we must continue to operate under all of the restrictions imposed 
by the various foreign countries at the present time, and under the 
prevailing conditions of nonconvertibility of currency, it would seem 
that our solution would have to be by expansion overseas, rather than 
expansion at home, thus curtailing our activities in the United States, 
as previously mentioned. Itis obvious that, if we manufacture wholly 
in the United States, we must pay for our labor, materials, supplies, 
and services in dollars, and that our products must be sold for dol- 
lars. If there were free convertibility of currency, we should not 
be in such a difficult position. With nonconvertibility of currency, 
however, in addition to all of the restrictions imposed in other coun- 
tries, we find it increasingly difficult to maintain our position in for- 
eign markets. 

While we realize that there is no complete solution to all of these 
problems, nevertheless, we are convinced that the policies covered by 
H. R. 1 will alleviate conditions to a considerable degree. 

Senator Lone. After hearing so many statements about people go- 
ing out of business I was about to picture you shutting down; perhaps 
and going out of business completely and into agriculture. 1 take it 
that yours is one industry where you feel that reductions in tariffs and 
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restrictions on trade would actually make it possible for you to expand 
production—perhaps sell more and provide more jobs. 

Mr. Jonxs. That is the way we feel about it. In other words, we 
believe—we aren’t worried about overseas competition, overseas prices, 
overseas labor, we are only worried about the restrictions that are im- 
posed upon us as manufacturers in the United States. 

Senator Lone. What about the prospect of someone in Japan or 
Germany undertaking to produce a competitive product ? 

Mr. Jones. Our largest competition today comes from England 
and Sweden. There are German manufacturers and Japanese manu- 
facturers of the type of products that we make. 

I was in Japan in 1953, in July, to attend a machinery exhibition 
in which a great many of the type of products that we manufacture 
were exhibited. The Japanese mining industry has seen fit to pur- 
chase a fairly sizable amount of commodities from our particular com- 
pany for their mining industry, allocating some of their very short 
dollars for the same. 

The trouble that we encounter, as I said, is that we are not looking 
for protection against the foreign manufacturers in the United States, 
what we are looking for is an opportunity to compete with the foreign 
manufacturers in another foreign country. 

Let’s take another country—Australia—as an example. For many 
years we were very successful in selling a certain amount of our prod- 
ucts to the Australian mining companies, but due to restrictions that 
are built up by the Australian Government, most of that business is 
going either to Sweden or England. 

The opportunity that we are looking for is an opportunity to com- 
pete with the English and the Swedes in the Australian market. 

Senator Lone. Do you think you can meet the price of the English 
and Swedish and others that might have lower wage standards and 
standards of living? 

Mr. Jones. We don’t try to meet the price. We meet the competi- 
tion by having a better quality product, by having our parts inter- 
changeable, and so forth. Our prices are much higher than those of 
the English and Swedish products. 

Senator Lone. And anyone who wanted a good product would buy 
yours, you think ? 

Mr. Jongs. That is right. We have a drill that will sell for $400 
that can be bought in England or Sweden for not much more than 
5325. But there are a lot of places where we could sell that drill for 
$400 because of the way we manufacture. 

But with the restrictions that are imposed on us by these foreign 
vovernments, of course, we are sometimes shut out. It isn’t the price 
that our foreign competitors sell for that we are worrying about. 

Senator Lone. One other thing I wanted to ask you about. I have 
been rather distressed to see that our country wasn’t participating in 
international trade fairs. I attended one in Vienna, and the Russians 
put on the biggest show there. 

Mr. Jones. We also exhibited in that fair, the one you attended, last 
year. 

Senator Lona. I was there 2 years ago. Were you at the fair last 
year ? 

Mr. Jonxs. I wasn’t there, but we had an exhibit, and a man from 
our company was there. 
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Senator Lone. I am delighted to hear that. I was rather distressed 
to see our country letting Russia have her way at those fairs. 

Mr. Jones. There is going to be a big fair in Tokyo May 13 of this 
year, and we have approximately $150,000 worth of machinery on 
the way for that fair. 

Senator Lone. Your company alone? 

Mr. Jones. That is right. 

We exhibited at the Paris Fair, the Milan Fair, the Austrian Fair, 
the Turkish Fair, the one in Istanbul, the Essen Fair in Germany— 
ee there last September when that fair was on—we do a great deal 
of that. 

Senator Lone. I have seen these automobile shows here in the 
United States when the automobile companies bring out the new 
models. They always get the largest hall they can find—in Wash- 
ington they take the Armory—and they have cars of all makes, sizes, 
and shapes all over the place produced by American industry. The 
public turns out to see them, and they really have a grand time seeing 
all those automobiles. 

But knowing the kind of shows we put on in this country, I was 
distressed to see that we were not participating in these other fairs. I 
am delighted to hear that we are there now. 

Have you been to those fairs since the Americans started par- 
ticipating in them? 

Mr. Jonxs. The only fair I have attended myself was the Essen 
Fair in Germany last September. But someone from our company 
attended all the fairs all over the world. We havea t many rep- 
resentatives working for us, we have a man living in Paris, we have a 
man living in Zurich, we have one in Northern Rhodesia, Johannes- 
burg, and Sidney, Australia, and Manila. We have someone from 
our company attend each one of those world fairs. 

Senator Lone. How do you think that your presentation compares 
with Russia now ? 

Mr. Jongs. Well, the first fair that I heard of where the Russians 
had introduced any equipment similar to ours was the fair in Vienna 
last year. There was only one type of product, which was called a 
mine-car loader, that they exhibited of the type that is manufactured 
in our industry here. 

They compared favorably from the standpoint of the looks of the 
machine, a lot of the machines compared favorably from the stand- 
point of the looks at the Essen Fair in Germany also. 

Just exactly how they might perform is a different matter. But 
from the standpoint of looks they had a competent a 

Senator Lone. I had in mind the overall situation. How do you 
think our displays in these fairs in which we are now participating 
compare with the displays that the Russians are putting on? 

Mr. Jones. I couldn’t honestly say, because I don’t know what kind 
of a show Russia puts on. But I can say this, that a great many 
manufacturers, of which we are one, go to great expense and con- 
siderable detail in getting the proper booths and displaying our equip- 
ment in operation, not just putting it there for someone to take a look 
at, but displaying it for operation as far as it is feasible in the fair 
of a given country. 

Senator Lona. I see. 
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Thank you very much. 

Senator Malone? 

Senator Matonr. Mr. Jones, you have been frank and straightfor- 
ward in your statement, and it seems to me you are a credit to your 
company. ‘Tell me, are there any tariffs imposed on any imports of 
the type of equipment that you manufacture ? 

Mr. Jones. 1 honestly don’t know. I would guess that probably 
there might be a small tariff in the United States on pneumatic tools, 
whether it covers rock drills I don’t know, or pumps or air compres- 
sors. And it wouldn’t make much difference to us whether there was 
or was not. 

Senator Matone. If it would be of any interest to you, you are pro- 
tected to a certain extent in many of the things you manufacture. 

I think it would be well if you looked that up, because from your 
talk I would take it for granted that you are not in favor of having 
any protection at all, and maybe that is your attitude. Is it? 

Mr. Jones. For our particular industry, yes. 

Senator Martone. You would rather have free trade as far as tariffs 
or no duty or anything on anything you manufacture ? 

Mr. Jones. That is right. 

Senator Martone. That is a very fine attitude. Now, I am very 
much interested in what you say about the restrictions on trade in 
these foreign countries. I think you have done about as good a job 
at enumerating what they are as 1 have ever seen before this commit- 
tee—import quotas, import licenses, high tariffs, nonconvertibility of 
currency, and of course, they all point to one objective, and that is to 
prohibit imports, isn’t that about right ? 

Mr. Jones. That is right, sir. 

Senator Matong. Now, during all this time—how long have you 
been in this business ? 

Mr. Jones. I have been in this particular business since 1927, but I 
have only been in the export side of our business since 1947. 

Senator Matong. Well, you have been generally familiar with it 
since 1927 ¢ 

Mr. Jones. That is right. 

Senator Matonsz. That means since the 1930 Tariff Act was passed, 
and since the 1934 Trade Agreements Act was passed ? 

Mr. Jones. In those days 1 was a serviceman for the company out 
on the Boulder Dam operation. 

Senator Matonz. I was the State engineer in Nevada and visited 
that operation from top to bottom once a week. Frank Crow was 
running the job. 

Mr. Jones. I knew Frank Crow. 

Senator Martone. And I ran the Central Valley project, I was con- 
— engineer on that job after I resigned as a State engineer in 

evada. 

Now, isn’t it a fact that these countries, many of them, impose duties 
and tariffs for revenue purposes ¢ 

Mr. Jones. Definitely so. 

Senator Matone. And of course we have no control, and should 
not have, over what they do or how they get their revenue. Many of 
them do not have the tax structure that we have, so they can’t reach. 
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that last little stenographer or chicken raiser like we can, so their chief 
revenue, at least one item of their chief revenue, is import tariffs and 
duties, is it not ¢ 

Mr. Jones. That is right. 

Senator Martone. Then, from that standpoint, would you think that 
you would have very much chance, regardless, if you could not do it 
in 21 years, do you think that you would have very much chance of 
their changing their minds? 

Mr. Jones. Well, Senator Malone—— 

Senator Martone. Do you think, really, that they would change their 
minds in the future about continuing the operations, considering that 
there have been 21 years; do you think they would ? 

Mr. Jones. Well, I would say that we would have to continue to 
work at it, and I do not believe that it would be wise to abandon it: 
just because something cannot be accomplished in 21 years, that does 
not mean that eventually you will not be able to accomplish it. 

Senator Martone. Well, beyond our lifetimes 

Mr. Jones. Well, if we keep pecking away at it—— 

Senator Matone. Well, yes; and I have been pecking away at it. 
certainly, and I think that we all ought to do that, and I think that 
it is very commendable on your part. 

Now, coming down to these import licenses. Why do you think that 
they have these import licenses? 

Mr. Jones. For their own protection. 

Senator Maroner. In other words, if they make a competing prod- 
uct, and even if there was no duty, still you would have to go to some 
joker in the Government to get a permit for that product, of course, 
would you not ? 

Mr. Jones. Well, we used to have to go to a lot of jokers in our own 
Government to get an export permit. 

Senator Matone. Yes, you did, and that is just as bad, but I still 
go back to this question, that you have to get this permit from some 
joker, and probably this individual will be getting his orders from 
somebody higher up, but regardless of what it is, whether it is this 
joker or somebody over him, and it very likely is somebody over him, 
you just cannot move until you get that permit, can you ? 

Mr. Jones. Well, you cannot move, but I do not think that that 
particular interpretation of it is correct, Senator. 

Senator Matonr. Well, I know that it is in some cases; it may not 
be in all of the cases. 

Mr. Jones. The way I see it, Senator, every country has a certain 
amount of dollars that they have which they can spend to bring in 
the things they want, and I would rather consider it on the basis that 
the Government officials of those countries are sort of equal to the 
Government officials of our country, and those Government officials 
want to spend those dollars for the benefit of the country, rather than 
buying Cadillac automobiles or silk hosiery, that is, they might want 
to bring in locomotives and rails, and those other things-—— 

Senator Matonxn. And that is the reason that they have those 
quotas, because they do not want the automobiles and silk stockings 
for them ? 

Mr. Jones. I don’t understand you. 

Senator Martone. And I dont’ understand you, either. 
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Mr. Jones. I don’t understand your question. 

Senator Martone. Well, you have to get the export license, you have 
these quotas, and you have to go there to get some permission on some 
of these products, to import them. 

Mr. Jonrs. I assume so; I would not know. 

Senator Martone. Well, and that being so, would you assume that 
it was because they did not want the women to buy silk stockings or 
the men to be buying automobiles ? 

Mr. Jones. Senator, I don’t believe I understand what you are 
driving at. 

Senator Matonr. Well, you have to go here—if you have quotas on 
imports 

Mr. Jones. In other words, we have got a quota on something com- 
ing into our country ; is that it? 

Senator Martone. Well, we don’t have those quotas because we don’t 
want them to buy some silk stockings 

Mr. Jones. Well, we have some quotas—supposing that you take 
candy, you have to have peanuts to go into that candy, for instance, 
and when you have those quotas on peanuts I would assume that they 
must lower the bars, in order to get more peanuts, because the candy 
industry needs 

Senator Martone. Well, of course, you know—and I am sure that 
you do because according to your own statements you have been 
around quite a little bit—that tariff duties do not prevent imports, that 
they do bring it in when they need it; but if you have a quota and the 
quota is filled, and that is what you had on the peanuts, then some- 
body im our executive department, given that authority by Congress, 
can lift or let down the quota if he wants to; you know that, don’t 
you? 

Mr. Jones. That is right. 

Senator Martone. According to his own judgment. 

Mr. Jones. That is right. 

Senator Martone. And, of course, I am not for that, but I don’t 
know whether you are or not. I want to get to that pretty soon, too. 

Now, that tariff on peanuts is supposed to be put on so that it makes 
up the difference in the cost of raising peanuts here and the cost in 
competing countries, and the peanuts will come in when we need them 
and they will not come in when we don’t need them, and if it does 
bring them in on your level of costs—— 

Mr. Jones. Of course, the thing I believe, Senator, is this: 

I believe in equal competitive ability, and I do not believe in re- 
stricting someone, I do not believe in undercutting someone, and I do 
not believe in thowing anyoneoutofajob. ~ 

I think that we are or we ought to be astute enough in this country 
to regulate our affairs so that we are in equal competitive position with 
them. 

Senator Matonz, Well, what you are talking about is fair and 
reasonable competition. 

Mr. Jones I hope that is so. 

Senator Matone. Well, don’t you understand that that is exactly 
how the tariffs were laid down in the 1930 Tariff Act; they were laid 
down on the principle of fair and reasonable competition, that—is, . 
taking into consideration the differences in the fair costs, the reason- 
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able costs in this country, and the fair and reasonable costs in the chief 
competing countries abroad, the wage differences, and the differences 
in the standard of living; taking those things into consideration to 
make it competitive, do you not realize that that is exactly what the 
1930 Tariff Act was laid down on ? 

Mr. Jonegs. It might be a little bit like this, Senator, that if we in 
the United States had everything we wanted, if it was not necessary 
for us to consider anyone else in the world about anything, if we had 
all of the raw materials that we could possibly use, then we could draw 
a barrier around ourselves. 

Senator Martone. I am not talking about barriers, and I have not 
heard anybody say anything about barriers, and a competitive thing is 
not a barrier. 

Mr. Jones. You must have trade among people because you cannot 
have everything, and there are a great many commodities in the United 
States that we do not have. 

Senator Matons. What are they? 

Mr. Jones. We do not have much chromium, we do not have much 
uranium; at least we did not have much uranium to start with, did we ! 

Also, at one time we needed a lot of copper from outside; there was 
one time when we did not, of course. 

Senator Matons. Where did we get this copper and chrome? 

Mr. Jones. Well, I think that you know the answer to that question 
as well as I do, Senator. 

Senator Martone. I do know it, and probably better than you do. 

Mr. Jones. You probably do. 

Senator Martone. Well, and so what I am saying now is, that we are 
getting into a business that is rather difficult to be talking about unless 
you do know something about it, because I believe that you can be self- 
sufficient in the Western Hemisphere if you want to, and you don’t 
have to cater to Europe and you don’t have to cater to Asia, and you 
don’t have to cater to Africa. 

Mr. Jones. Well, the Western Hemisphere includes South America, 
doesn’t it, Senator? 

Senator Matonn. And when you become dependent on the offshore 
areas, when you have to cross major oceans for your chromite, your 
manganese, your tungsten, and I understand that there are 50 or 60— 
well, 77, to be exact—commodities that you have to be dependent on, 
that you have to cross major oceans for; those are thin at make it 
so that you are at the mercy of these people, and anybody that starts a 
war can cut you off. 

Mr. Jones. Well, you mentioned the Western Hemisphere, Senator, 
and, as far as being dependent on the Western Hemisphere, to me, 
the Western Hemisphere is Alaska and the United States and Canada 
and Central America and Mexico and South America and—— 

Senator Marons. That is right. 

Mr. Jones. And we are doing considerable trade in South America 
and we do not have the same conflicts, and I see no damage. 

Senator Martone. You say no—— 

Mr. Jones. It is not the same down there—— 

Senator Martone. Perhaps you are right, but if you have all of these 
tariffs for different pu , tariffs of different characters, so that— 
well, a tariff, although it might be either too high or too low, and it 
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might not be exactly correct, still they were executed on a differential 
of the fair and reasonable basis, were they not ? 

Mr. Jonss. Yes. 

To go back to this tariff arrangement, the tariffs have been put for 
the purpose of raising money in France and—— 

Senator Martone. I know, but first, and then we can get into these 
other fields, let me ask you this, again. 

For 75 years until 1934 we always had had a tariff on certain prod- 
ucts. About 50 or 60 percent of all products could come in without 
tariffs because they were not seriously competitive, but any tariff that 
we fixed was pointed toward a fair and reasonable situation, was it 
not? In other words, they might have made a mistake and made too 
low a duty or too high a duty, but nevertheless the principle was the 
principle of a fair and reasonable basis, was it not 

Mr. Jones. I do not know, but 1 would hope so, and I am hoping 
the same today—— 

Senator Martone. Well, that is exactly it, and the 1930 Tariff Act 
directs _ Commission to operate on that principle. You are aware 
of that 

Mr. Jones. If you tell me it is that way, I will agree. 

Senator Martone. Well, you are in this business and you have pro- 
tection—you should be aware of these things, and if you are not, then 
I do not see how you can come here and—— 

Mr. Jones. Well, in 1932, Senator, I don’t think that you were any 
more aware of the tariffs of the United States than I was. At that 
time you say you were working as an engineer in Nevada. I was 
working in Nevada, also. 

Senator Martone. No, I was not aware of that. But I was aware 
when they passed the 1934 act that they were going to close the mines, 
and I said so. And I say now that they will destroy that industry 
and all of the other industries in the United States, and the avowed 
objective there is to destroy the workingman in America and the small 
investor, the investor who cannot go out to foreign nations to operate. 
And it is going to do that, in my opinion. This thing right here is 
going to do that. 

And now they have dug up Yalta, and I guess that there is no ques- 
tion but. what we were double-crossed by the people that did that— 
and those people are either gone or they are buried—— 

Mr. Jones. With the exception of one. 

Senator Matong, Which one is that? 

Mr. Jones. Mr. Churchill. 

Senator Martone. Well, he is not going to do much more damage. 

The point that I am making and the reason I am mentioning it is 
that there was a mistake that was made there, and it can be corrected 
by the President or the Congress. Right now it is being used for a 
smokescreen, for fear that the things that we are doing here now will 
do more harm to the next generation than they did at Yalta. 

But, let us get back on this subject, and let us stay on it. What I 
asked you was this: 

Wasn’t it the principle in the 1930 Tariff Act to use a basis of fair 
and reasonable competition and determine the difference between the 
cost of the article here and the cost in the chief competitive foreign. 
country, and recommend the tariff on that basis? Isn’t that right; 
wasn’t that the principle? 
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Mr. Jones. That is right. 

Senator Matone. Well, was it not changed in 1934 to take in all 
of these other factors, such as the good of the entire economy here and 
the political situation here and the political situation in Europe and 
in various other sections of the world; isn’t that what they did? 

Mr. Jones. Well, unfortunately, we seem to find ourselves in the 
position today, and I regret it very much, that we are apparently not 
able to stand alone in the world, and apparently 

Senator Martone. Now, I didn’t ask you any question like that, 
and if you will just stay with the question that I ask you, maybe we 
will get along in this business of interrogating. 

Now, I realize that you are a one-worlder, and I realize that you 
are widely traveled and that your experiences should be valuable to 
you, but let us get back to this 1934 act. 

In that 1934 act, didn’t we change the policy of fixing duties on 
imports on a basis of fair and reasonable competition, to a basis of 
considering other factors in the 1934 act ? 

Mr. Jones. Well, that is right. 

Senator Marone. And leaving it to the President of the United 
States and not to the Tariff Commission to determine that ? 

Mr. Jones. That is right. 

Senator Martone. And you believe that is the right principle? 

Mr. Jonss. I see nothing wrong with it. 

Senator Matongr. And you believe and agree with Mr. Dulles when 
he outlined that it is necessary to do some harm to some industries 
in order to carry out the spirit of this act? 

In other words, he said in so many words that if they were prevented 
from doing harm to these industries, then that makes this act—well, 
I will use his exact words here, if I can find them—“automatically 
unworkable,” that is what he said. 

I think we have to take into account every injury we do to existing 
industries in this country and not make one of these agreements if 
it did hurt one of these industries—what he said, exactly: “I think it 
becomes automatically unworkable.” Do you agree with that? 

Mr. Jones. I did not read Mr, Dulles’ statement. 

Senator Matonr. I am reading it. 

Mr. Jones. Except as you have read it, and also, if you hurt one 
industry and help another, and if the end result is the benefit of 
everyone in this country, I cannot see anything wrong with it. 

Senator Martone. Well, it would not be of benefit to those people 
working in that. industry that was hurt, would it? 

Mr. Jones. Well, don’t we operate this country for the benefit of 
the most people in this country rather than for a given individual or 
1 given group; don’t we operate on the basis of benefiting the most 
veople ? 

; Senator Marone. Yes. And Twill ask you about that. 

Now, first, you see, there was no criterion in the 1930 act except 
that it was to even the competition, that is, on the basis of fair and 
reasonable competition. ; 

It did not say that the Tariff Commission should take into consid- 
eration the economic and political factors in this country between 
various industries, and it did not say that it should take cognizance 
of any misunderstandings with some foreign nations, 
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And also, when it comes to this business of sacrificing our industries 
in order to buy up these foreign nations, I feel that it might be all 
right if they stayed bought, but if you have to buy them all over again 
every little while, then I feel impatient. 

Mr. Jonzs. | agree with you 100 percent on that. 

Senator Maronr, So if you could buy up these people and they 
would stay bought, that would be a different thing. 

Now, we did not tell the Tariff Commission that they could buy up 
certain countries and buy influence and pacify people. The Congress 
laid down a principle, the one principle of the work of a tariff or 
a duty being to even the competition for the development of the whole 
country, and they did not say it was because some broker in New York 
or even in Denver, Colo., could sell more machinery or more tobacco 
or more something else if you allowed more minerals or more clothes- 
pins or more glass and crockery to come in. They did not say that 
the Commissicn would do that, but they have said that the President 
could do it, and that is what they are doing. Do you agree with that? 

Mr. Jones. Well, let me put it this way: It would not make any 
difference to me whether the President did it or the Congress did it 
or the Commission did it, as long as we have someone running it, 
somebody astute enough to study the problem for the benefit of every- 
one concerned. 

Senator Maronr. Then let me ask you this: You are in business. 
Do you think there is any one mind in the United States or any one 
group of minds that can sit down and determine these factors and 
determine on their own individual judgment what is best for this 
country ¢ 

Mr, Jonxs. Well, you cannot do it as a closed corporation, we have 
to ask help, and I am sure that the President and the Congress would 
have to have some advisers. 


Senator Matone. The Congress laid down the pepe. 


Mr. Jones. That is right, but they did not 
some advice. 

Senator Maions. No, they did not, and they laid down the principle 
because the people of this Congress represent every precinct in the 
United States. 

Mr. Jonrs. It should. 

Senator Maronsr. And Senator Long, there, represents every pre- 
cinct in Louisiana, and I represent everyone in Nevada, and so we 
know what is going on in the United States of America. 

Now, the State Department has its eyes on foreign countries, just 
as you have your eyes on selling machinery. 

We had a witness awhile ago who wanted to sell tobacco. Well, I 
have all the sympathy in the world with the machinery business .and 
the tobaeco business. 

But, talking about being in business, they had the greatest copper 
mill in the world in northern Chile. It makes me so surprised when 
I hear people say that we can do things better here because we have 
the know-how. Well, they built that mill in Chile and they are the 
best in the world, are they not ? 

Mr. Jones. They are the best, and it comes to the United States. 

Senator Martone. Why, of course, and down there you have 5-or10. 


o that until they got 
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percent of the boys running it and the other 10,000 or 15,000 are low- 
paid workers 

Mr. Jones. And the copper is coming right back to the United 
States. 

Senator Matong. And, of course, we in the United States can be 
the best, even in the copper production, too, if the United States has 
low-cost labor—and you will find that out to your detriment one of 
these days. I predict that for you. 

Now, coming to this nonconvertibility of currency—and that is 
something that I have studied for quite a long time—what is the 
reason for the lack of convertibility ¢ 

Mr. Jones. Well, I do not think there is a country in the world 
— with a currency stable enough to be able to support converti- 

ility. 

England tried it previous to World War II, and the English han- 
died nonconvertibility of currency—that is not exactly the word I 
want to use, but they were behind free convertibility of currency, they 
tried it and, as far as I can understand, the Germans began to dis- 
rupt that at the time of the rearmament program for economic rea- 
sons—but I would say today the reason for nonconvertibility of cur- 
rency continuing is that no country in the world can afford to support 
convertibility because the soft currencies of the world would run for 
the hard currencies. 

Senator Martone. Well, don’t you suppose that the fact that they 
try to spend more money than they make each year has something to 
do with it, and has had, and the manipulations to try to protect their 
own economy and 

Mr. Jones. I think that is absolutely right, and I would consider 
you as an absolute expert on the subject because your particular State 
has one of the greatest—well, as far as I know, your State is one of 
the greatest importing States that I know of, and I think that every- 
body tries to take a little advantage of the roulette wheels and the 
gaming tables, and so forth, and—— 

Senator Martone. Oh, well, of course, I suppose that if you could 
not get a divorce there, then all of that gambling would—— 

Mr. Jones. Well, I don’t know a lot about it, but there is a lot more 
there than that, of course, and—— 

Senator Martone. It is not the principal industry, by a long ways. 

Mr. Jonzs. I know that, but they do have a commodity there which 
is well regulated and well run, and which brings in a lot of income 
for a State with a small amount of money, and they think there is 
nothing wrong with it. 

Senator Matong. Well, I don’t know whether there is anything 
wrong with it or not. I don’t gamble myself; gambling to me isa great 
deal like drinking whisky. It is now an academic thing with me. But 
still if it is legal there, I will defend it. 

Mr. Jones. And so will I. 

Senator Matone. But, as I say, I don’t gamble, and on the question 
of whether it ought to be legal or it shoal ast be legal, there is a lot 
of discussion all the time. ; 

Now, if the people, when they write books about Nevada wrote about 
the other things down there, much more important and significant than 
gambling, if they wrote about those things, then nobody would be 
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reading those books. Nobody would read books about the electrical 
and chemical industries and about all of these fet dams that they are 
building down there. They are not interested in reading about that 
or reading about the cattle industry or the mining industry or any 
other industry. That is something that is not spectacular 

Mr. Jones. They should go to Carson Valley—— 

Senator Matone. Those things are less spectacular, and they would 
not make a very big story for Bob Considine, would they ¢ 

Mr. Jones. I don’t know him, but I don’t believe it would. 

Senator Martone. Well, he has a story in something now, Colliers I 
believe, although I have not read it—but people these days all write 
stories and they have to be sensational or they could not sell them. 
These other things in Nevada are not sensational, so they write about 
the divorces and the gambling and—— 

Mr. Jongs. Well, I would prefer to think of the dams and Carson 
Valley, and so on, that you have there. 

Senator Matong. And maybe, coming to these 200,000 acres, if you 
could go to sleep and wake up 15 or 20 years from now, you might 
find that they would be irrigated out of Boulder Dam—now, I am not 
an expert in the gambling or divorce business. 

Mr. Jongs. I am not, either. 

Senator Matone. I have been married to the same woman now for 
34 years, and I am not very much interested in that industry, but I am 
intensely interested in the development of the country to the extent of 
the water supply, I am interested in the development of the mining 
industry to the extent allowable, and I am interested in all of these 
other things that go to make up that State and its industries. 

But I am not just interested in Nevada; I represent not just Nevada, 
I represent the people of the whole United States, and it is part of my 
job and it is up to me to see that the workingman in the United States, 
the whole United States, is entitled to the possession of his job on a 
principle that will develop the whole Nation alike and not just develop 
a bunch of waterfront brokers that take an override of 5 or 10 percent 
on everything that goes through the port, coming in and going out, 
and who do not produce anything; I am not in favor of that. 

Mr. Jones. Well, let me say that there is not anyone taking an over- 
ride on our business. 

I was interested this afternoon about the statement made of some- 
one, increasing the price and so forth. Perhaps, though being small, 
our company, small as we are, is perhaps able to watch it more closel 
than some others are, the prices and the practices all over the world, 
and our prices are not increased except by ocean freight, insurance, 
transportation, and duties applicable in the countries to which the 
goods go. 

Now, the way we operate in some cases, we have found that to open— 
well, to operate in some places we have incorporated under the laws 
of—well, for example, Brazil, at Rio de Janeiro, where we have a sell- 
Ing organization—— 

Senator Martone. Let me ask you this: 

Do you assemble any of your machinery in any foreign country in 
an assembly plant ? 

Mr. Jones. Well, in only two places. 
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One is a very small plant, which probably employs about 35 men, 
in Canada, and the second one, we x some manufacturing of parts 
only, not assembly. 

Senator Martone. Where? 

Mr. Jones. In Johannesburg, South Africa. And we have, I would 
say, about 20 or 23 on the payroll. 

Senator Matone. Well, when you put in one of these assembly 
plants, that helps you in the importation of that product, does it not, 
into that country ? 

Mr. Jones. No; not in the way we do it, Senator. 

In Johannesburg, for instance, there were commodities sold there 
many years ago manufactured by our company in Denver, Colo., and 
we can no longer import them or import parts, and so, for the loca! 
protection of those using those, we have put in a small plant to make 
parts, and it is practically nothing but a headache and we are only 
doing it in the hope that the situation some day might reverse itself 
and we might be able to sell from Denver, Colo. 

Senator Martone. But it does help you in your business, does it not, 
and if you manufacture, then you can manufacture over there and—— 

Mr. Jones. Well, we have been fighting that ever since I have been 
in export, but we might be forced into that on the basis of trying to 
compete with the Swedish and English and Australian market, but 
we are not anticipating putting a plant in Europe and ship parts to 
this country, believe me— 

Senator Martone. Well, coming back to this assembly plant of yours, 
if you have an assembly and manufacturing plant, they would gradu- 
ally make more and more parts and it does help you in your trade in 
that country, in getting your stuff there ? 

Mr. Jonss. So far it has not; no, sir. 

Senator Matonsr. Perhaps I misunderstood you, but I thought you 
said it would in Johannesburg, that you said it did. 

Mr. Jones. No; because we make no dollars in that operation, 

Senator Martone. I am not. talking about dollars—— 

Mr. Jones. We will make a few parts in Johannesburg, no assem- 
blies, no complete machines—— 

Senator Martone. But if you imported the complete machine in 
— and your plant does make parts, then it would cost you less, 
and- 

Mr. Jones. It would cost us more, plus the fact that they would 
not let us bring them in there. 

Senator Mavone. Well, that is what Iam getting at—— 

Mr. Jones. I am not sure I understand. 

Senator Martone. That is what a lot of American companies are 
doing, and I am taking now companies that are in the machine manu- 
facturing business. They are putting in these plants and American 
money is being invested. 

And, then, you are aware, of course—and it is ina bill—of the income 
tax situation when this is done. I hope that the bill does not pass, but 
there are many people who are in favor of it. When you invest your 
inoney in foreign countries it is provided that you can bring it in on 
the income tax 14 points lower and pay about 38 percent less income 
tax than if you made the money here. 

Mr. Jones. That is true. We have had that experience—— 

Senator Maronr. You would be in favor of that, I suppose? 
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Mr. Jonys. If we had an overseas manufacturing plant, why not? 

Senator MaLone. Well, that explains your position perfectly. In 
other words, whatever benefits your company you are for, and I think 
that if I were president or vice president of your company, I would 
want it the same way. 

Mr. Jones. Well, I would certainly say that the stockholders in my 
corporation would throw me out if I was not in favor of that. 

Senator Martone. Why, of course. 

And, coming to the Standard Oil Co. of New Jersey, if I were in 
Mr. Helman’s place, I would probably be arguing for it, too. 

Mr. Jonxs. I appreciate very much, Senator, your ever mention- 
ing the Standard Oil Co. of New Jersey and our company in the same 
breath. 

Senator Matong. Well, I am just talking about the principle. And 
I did not come into the Senate to displace the small-working man 
and destroy the small investor in this country, and 

Mr. Jones. I did not come here to displace them, either, Senator, 
and that is why I am here. 

Senator Matone. Well, I think the record is going to be perfectly 
clear why you came here, that you want to do anything you can for 
your company, and that the—— 

Mr. Jones. Well, why, certainly I have come here in favor of any- 
thing that increases our labor employment in the United States, that 
increases our volume, which increases our employees, and helps the 
economy of this country, we are in favor of that 

Senator Matong. You did not quite hear me out. Even if it dis- 
places workers and investors in other industries in this country, you 
are in favor of it if it helps your company, and you are in favor of 
displacing—— 

Mr. Jones. [ cannot speak for other industries—— 

Senator Marone. No, Tt you are in favor of it, regardless of wha. 
it does to any other industry ¢ 

Mr. Jones. Well, are you looking at us as a given industry or the 
United States as a whole? 

Senator Martone. Well, I am looking at every industry in the United 
States. 

Mr. Jones. That is what I am looking at. I think that you have to 
balance all of the factors and that you have to work as a whole, you 
cannot just take the tobacco industry or the machinery industry or the 
pottery industry or the rug industry, you have to take it as a whole. 

Senator Martone. In other words, what benefits the overall econ- 
omy you are in fayor of, and do you think that doing that without 
regard to—— 

Mr. Jones. Let us put it this way, Senator : 

Anything which benefits the United States of America, in which 
I happen to be born, I am in favor of. 

Senator Matonr. And anything the President thinks benefits this 
country, in his judgment or in the judgment of his crew, you are in 
favor of ? 

Mr. Jones. Senator, do you think that the President of the United 
States, irrespective of whatever party he belonged to, would not do 
everything that he can to benefit the United States ? 
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Senator Matone. Now, sir, when you are talking about the Presi- 
dent, I helped elect him, and I probably will try to elect him again, 
if he runs, but let me ask you this: Is there any human being who 
can comprehend every economic factor in this Nation? Ido not believe 
so, and I am not in favor of giving that responsibility to any one 
human being. 

Mr. Jones. Well, but, that human being has the possibility of call- 
ing in a group of people to help him. 

Senator Matonez. And I do not think that any one group can. Not 
if they have to consider all of these political and economic factors and 
so on—and that is what we are talking about. We are not talking 
about having just one principle. 

We had one principle in 1930, and for almost a hundred years before 
that we had the principle of evening the standards of living and wages 
here and the standard of living and the wages, the cost of production, 
of competing countries. 

Now, that was for the protection of every industry in this country 
and every workingman in this country and every small investor, on 
that basis, not above that, but on that differential, and following that 
is what has built up the standard of living in this country. 

That was to protect our industries, to protect the workingman, to 
protect the investor, and he knew that if his business was $200 or 
$2,000 or $2 million, that it was protected. It was protected on a 
principle of that differential of costs and not on a principle where 
somebody can come down and say— 

You have to show serious injury, or we are going to reduce that duty to the 
point where you cannot make this product and— 

Nobody can do it under that principle, and that is the principle that 
I am talking about that we have now. 

Now, I have got your viewpoint. It is all in the record, and it does 
not make any difference to you; you want to sell your machinery and 
you want to do away with those factors which—— 

Mr. Jones. That is not what I said. 

Senator Matone. Well, we will stand on the record as to what you 
said. You said you were for the Congress of the United States giving 
that power to the President and his group, to do that if in his opinion 
it helps the whole overall economy or helps some political situation 
in Europe. 

Mr. Soak, And if it were out of the hands of the President.and back 
in the hands of the Congress, I hope that they would be as astute, as 
well, in their judgment on those matters. 

Senator Martone. The Congress has never tried to put any factor 
into the protection except to protect our people, the workers of this 
Nation and the investors of this Nation on an equal basis and without 
discrimination. 

Mr. Jones. Well, what is wrong, Senator, as I say——— 

Senator Martone. And the Congress has never said anything about 
putting up a factory in a foreign land so that one particular machinery 
business—— 

Mr. Jones. Well, what is wrong, Senator, with a company such as 
ourselves having an overseas plant? 

Senator Marone. Well, you are increasing—when you have an 
assembly plant, it means that you—— 
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Mr. Jones. We do not have an assembly plant; we are making parts 
for the machines there now. 

Senator Martone. Yes, of course, because you cannot get the machine 
in there; that is the reason, isn’t it ? 

Mr. Jones. Well, what is wrong with a company such as ourselves, 
doing one-third of our volume overseas—in other words, do you object, 
for instance, that wherever I go to a country, I go to Australia or I g° 
to Japan or Sweden or some place, and I sell a rock drill made by 
Unite Saates labor in a plant at Denver, Colo.—you have objections 
to that? 

Senator Martone. Well, my friend, if you have gained any such im- 
pression, and, of course, you have not, you are mistaken. 

What I have said to you from the beginning, and what I am saying 
now, is, I am talking about protecting American labor and the Ameri- 
can small investor on a principle such as is laid down in the 1930 Tariff 
Act, with no human judgment in it, no man who can come in and say, 
“We are going to trade your industry for some other industry,” which 
is nonsense when you carry it through to its logical conclusion; but 
protecting your labor and your investor just the same on every other 
industry in the United States, on the basis of fair and reasonable 
competition, without having all of these other criteria in it. If it 
cost more to make your edie, if the duty had to be higher because 
of that difference in the effective labor cost—because, as you well 
know, some labor is not as effective as other labor is—I am in favor of 
all of that, and I am for the principle. But I am not in favor of 
following a salesman all ema the world and saying, “We must help 


him get some Te sold at the expense of some American work- 
a 


man’s job,” I am not in favor of that. 

Mr. Jones. Wherein have I suggested that you were or I was? 

Senator Matonr. Why, the testimony will show that you think it 
ought to be left to the judgment of one man whether a duty should be 
lowered on one industry, so as to trade that for another industry, 
because they think that it is going to be good for somebody in some 
foreign nation, that it will buy their friendship or help in some politi- 
cal situation or so that you can get them to convert their currency or 
do away with import licenses or something else—all of these things 
that have been done for 21 years, letting in all of these imports at the 
expense of 

Mr. Jones. Could we live without imports? 

Senator Marone. Nobody has ever suggested that we do. For 40 
years we have had about 414 or 5 percent of foreign trade. All of 
that time we have had that 41% or 5 percent, and you do not have any 
more now. 

If you just subtract the money that we give to these nations and the 
exports of the so-called machinery for national defense that we give 
them and which they store in warehouses in Europe and which will 
never come out unless the Russians take it out, if you subtract all of 
that, then you are right back to 414 or 5 percent. 

Mr. Jones. Well, would there be anything wrong with their buying 
one with the money we give them, instead of just giving it to 
them, and——— 

Senator Matone. Well, now, when you talk about giving it away, - 
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I have voted against that. You see, I think that we should get quid 
pro quo. I am just against that business of giving away money with- 
out a quid pro quo, and I started being against it when I arrived in 
the Senate in 1947, so | agree with you on that, that we should not just 
give it away. 

Mr. Jones. Well, we are certainly agreed on that; and the way I can 
visualize it and put it is, as I have stated before, I would like to see a 
fair and equitable arrangement all the way around. 

Senator Matonr. Why, of course. When you get right down to it, 
you are like everybody in this Nation; you want to have a fair and 
reasonable competitive protection; that is what you would like, when 
you come right down to it. 

Mr. Jones. I want to compete on a fair basis. I do not want to put 
up some kind of a law here to protect some inefficient industries. 

Senator Martone, And so, I think that when you come right dow) 
to it, to what you mean, then I think that that is what you are for and 
everybody is for—trade with every other nation within fair and rea- 
sonable competition ; isn’t that it? 

Mr. Jones. That is exactly the way, subject to what I just said. 

Senator Matonr. That is all, Mr. Chairman. 

Senator Lone. Mr. Seakwood, will you take the stand again for 
completion of your statement. 

Will you proceed, Mr. Seakwood. 


TESTIMONY OF HERBERT J. SEAKWOOD—Resumed 


Mr. Seaxwoop. After explaining that we were from Utah and that 
50 percent of our products went to export and served the mining and 
chemical and metallurgical processing industries, I stated that we 
were already competing with the type of competition that the op- 
ponents of this bill fear. 

We have been doing so under the most adverse conditions because, 
in addition to the tariffs imposed by foreign countries, in addition to 
the dollar shortages and in addition to the easy credit. terms, we were 
facing the lower costs of our foreign competitors. However, we have 
been doing successfully; our rocker shovels (mining equipment) are 
widely known and have 80 percent of the world market. 

I believe I pointed out that I feel that if we had some fair means 
of appraising the relative impact of the pros and cons of this bill, we 
would find that there would be a greater number of people that would 
be adversely affected by this bill being defeated than not. 

As a private person, as well as an officer of my company, I feel that 
the role that we, our country, play in international leadership and in 
our foreign alliances is cnn the most important reason why this 
bill should be passed now; otherwise it would be tantamount to shift- 
ing of our ground, which would undermine a great. many of the 
treaties now in force and certainly jeopardize the fulfillment of many 
of our foreign policies which depend for their success to a large 
extent on the full cooperation of the community of free nations, This 
I pointed out previously. 

I also pointed out that from the testimony I have access to, it would 
appear to me that all of the public routes, including the press and 
journals, and a preponderance ofthe labor groups and other organi- 
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zations who have had no ax to grind in connection with this bill one 
way or the other, have given their unanimous voice in support of its 
passage. 

| Setintoi Lone. That is a very good statement. I will want to ask 
you a few questions, but I would prefer that Senator Malone go ahead 
now. I will take my turn later. 

Senator Martone. Mr. Seakwood, where do you live, Salt Lake 
City ? 

Mr. Szaxwoop. No, sir; I live in New York. 

Senator Martone. And in the city of New York, of course, every- 
thing is so high, and being where it is, why, you can look out of the 
windows and you can almost see to Europe. It is a good deal easier, 
apparently, to see Europe than it is to see these places on the Hudson 
River. 

I want to compliment you on your statement, on your testimony 
and your statement and your manner. I think they are very effective 
and I think that you have made out a good case for what you believe. 
You have made a good-sounding statement for what you believe. 

Now, I want to ask you a question, so that we can get down to what 
you really believe, so that we can get down to bedrock finally and 
determine just what you believe, sir. 

You theorize in your statements, and your speech is mostly theory, 
if I may say so, and a well thought out theory. I think it has a 
very reasonable ring, in words, even when it comes to those groups 
that you say.are for this bill. 

Now, you can take the Daughters of the American Revolution and 
the local labor groups, the small ones throughout the country, that 
do not agree with the top labor leaders—I think you have heard this 
afternoon one of the labor men testify 

Mr. Seaxwoop. Well, during the course of that union officer’s testi- 
mony the fact was brought out that he represented an isolated unit 
of the A. F. of L. and that the A. F. of L. fully supported this bill. 

Senator Martone. Well, I will tell you exactly what the A. F. of L. 
stated by way of a resolution for the last 15 years, and I have talked 
with them and I know practically all of the leaders in my own State 
as well as the national leaders, and this is what they do—and if you 
want to take the time, you can look it up yourself later, sir. They 
say, “We are for reciprocal trade but there must not be an injury, 
nobody must lose his job or be endangered thereby.” That is what 
they say, and I can show that to you, or you can find that out for 
yourself if you look for it. 

In other words, they go for it, but they make it awful tight; they 
make it awful tight. And as a matter of fact, some of them testified 
the other day, I think it was the American Federation of Labor in 
Los Angeles that passed a resolution against this—but I am sure 
they did not, they never have, and the leaders have told them what 
to do and the members are interested in these markets, but then they 
have their own situation where they cannot afford to take a definite 


stand on either side, and that is the reason for that testimony. In 
other words, they don’t know. Of course, I don’t know whether that 
is true or not, maybe there are other factors—but, anyhow, I want to 

get closer to your particular work. 
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Before I leave this union business, I would like the record to show 
that once I was a boilermaker’s helper at one time, and so I know 
these fellows. You can go down to towns like Toledo where you 
can meet and talk with them, and then you can go to New York, to 
the University Club, where they have these other fellows, where they 
are all bankers. 

Now, to me it does not make any difference whether they are bankers 
or union or what, myself. 1 am just for the protection of the Ameri- 
can workingman and the American small investor on the basis of fair 
and reasonable competition, and on that basis and on that principle 
alone. 

I am not for anyone, not for any man or any group of men deciding 
what is good for the Nation, because they are considering some inter- 
national complex or some mission, or general economic factors— 
everything except the industry of this country. 

Now, with that start, 1 am going to ask, just so that we know, on 
each one of these principles, what you actually believe. 

You do know, do you not, that we changed the principle of the 
protection of the American workingman and the American small in- 
vestor from the basis of fair and reasonable competition which was 
fixed in the 1930 Tariff Act when we passed the 1934 Trade Agree- 
ments Act. The 1934 act included many other factors like the inter- 
national, and so forth. It is no longer just that one principle alone 
of protecting the American workingman and small investor. 

They have tried to take that one principle and put in these other 
factors until they have meshed these economic factors affecting indus- 
tries in this country with the stopping of communism and the political 
situation existing in foreign nations, and they have transferred from 
the Congress to the President, another branch of the Government, the 
right to judge those factors. 

You do know we changed the entire principle of protection; do 
you not ? 

, Mr. Seaxwoop. I have no personal knowledge to that effect, but 
I understand that to be true. 

Senator Matong. Well, you have read either act? 

Mr. Seaxwoop. No, sir. 

Senator Martone. Well, then, I ought to question you how you 
fee] you can testify. Your testimony would not be scrnptne any place 
in the world if you have no knowledge in the world about—— 

Mr. Seaxwoop. If you will pardon my interrupting, Senator, the 
basis of my testimony is not what we have done in the past but where 
we stand now and how I see what we propose to do now might affect 
the people and the future. 

Senator Matonz. Well, that is a very nice talk in principle, and it 
means nothing unless you can answer this other question. 

We did change the principle, I will tell you that, and they have 
ut it on political factors, and they have made it where one man and 
fe advisers can take in all of these factors that I have named in 
determining whether or not there will be a duty on certain products, 
and whether or not the duty on certain products should be lowered. 
At least you know that; don’t you? 
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Mr. Seaxwoop. Oh, I know the principle there; I know what the 
plan is, yes, indeed. 

Senator Matone. But do you know what it was before passing 
this act ? 

Mr. Szaxwoop. No, sir, because I did not think it was relevant to 
what we are doing here, and 

Senator Matone. Well, it may become relevant, and [ hope it will 
be necessary for you to read that act. 

Now, when that act was changed I was not here. I was almost 3,000 
miles away, and I was just as helpless as anybody else was about the 
changing of this 1930 act into the Trade Agreements Act and aban- 
doning the one principle that I have talked about. 

Before 1934, tariffs were adjusted on the basis of fair and reason- 
able competition, and on the principle of evening it up. That is what 
the tariff was for. 

The idea was to consider their living standards and taxes and the 
cost of doing business and the wages in the chief competitive nation, 
and to compare them with the similar cost factors in this country so 
that we would have equal access to the markets in America. That is 
all that it ever was. They did not say, especially in 1930, that we 
should have a duty that would give anyone an advantage in our 
market. 

They said that the duty would represent an evener, the difference 
between the cost of an article here and there, the difference between 
the cost of an article or a similar article here as compared with the 
cost in the chief competing foreign nation. What was to be deter- 
mined was the reasonable cost, not the highest nor the lowest cost, but 
the reasonable cost of that article in this Nation. That is what the law 
said, prior to the 1934 Trade Agreements Act. 

The previous act, the Tariff Act of 1930, did not say that the Tariff 
Commission might look around for a lower duty on an article than 
that fixed by a particular competitive principle because then we might 
sell more of that article than another one. They had a principle that, 
if followed out, would develop the whole country and not just a bunch 
of brokers, in New York City or in Salt Lake City or even Reno, Nev., 
or Shreveport, La., but a principle that would help wherever there 
was a potential investor. 

We had that principle then, and when we had it the workingman 
and the investor, everybody in this country, knew that he had that 
protection. That protection extended to anybody in the United States 
who was in business. He did not have to figure out what the Ruma- 
nians would do. 

Now, that is the principle I am talking about; and you have already 
said that you do not know about it and that you believe in the prin- 
ciple they have now adopted, and believe it should be continued. So 
I have explained the difference to you, and you can take it that I am 
right on it. 

You dothink it ought to be continued the way it is? 

Mr. Seaxwoop. I do, sir; very much so. 

Senator Matoneg. I just wanted to be sure that you understood it, 
so that it will be onthe record. That is all I wanted. 
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Now, you said something about the effect of certain duties here and 
certain other factors, and you brought the war into it 

Mr. Srakwoop. Did I bring the war in? 

Senator Marone. Yes, I think you did. I would not like to have 
the reporter go back and dig that up, but the war saved us from a 
terrific debacle as far as the economy is concerned. War has done 
that very thing for us on two occasions. 

When World War II came along we had about 9 million unem- 
ployed. But after the war came along, then unemployment began 
to drop because you began to get the men in the military services. 
Unemployment first dropped to 7 million. Then the Army began 
to expand and it went up and up until more than 12 million of our 
young men were in the Army and the Navy and the Air Corps. That 
cured the unemployment problem pretty fast. 

Well, I was getting a little past military age for the Second World 
War, and so I was a special consultant to the Military Affairs Com- 
mittee on these very materials that we are talking about, critical ma- 
terials, and also on other activities. It was all on this very kind of 
work. So I have seen all of these people come and go, from Woodrow 
Wilson up. He had a low tariff act and was in trouble. The war 
saved us from those low tariffs, and then right after World War I 
a special session of Congress was necessary to save this country eco- 
nomically. The tariff rates were raised and the new tariff act put 
us on the basis of fair and reasonable competition. 

You are a young man and cannot remember that, but you can read 
about it and find out. 

Now, we are coming to that situation again, in my opinion, and 
there will be a few brokers in New York City looking for new jobs 
when that happens. 

I am not against brokers and I am not against those Americans 
that go to other countries, the low-rate countries and put their fac- 
tories in there, but I am against the things that Congress is doing 
that makes that desirable. 

Now, do you think they should recommend a very slight reduction 
in tariff? 

Mr. Seaxwoop. Yes, sir; I do. 

Senator Matonse. You would not think that that would have any 
effect on industry, would you? 

Mr. Srakwoop. It may; and I think for that reason the people that 
are endorsing H. R. 1 have set up some provisions in it to offset any 
major harm. 

Senator Matons. What provisions? 

Mr. Seaxwoop. The escape clause. 

Senator Martone. What else? 

Mr. Sraxwoop. And certainly the peril point and, of course, the 
recommendations of the Tax Commission. 

Senator Matone. Of what? fig: 

Mr. Szaxwoop. The recommendations of the Tax Commission. 

Senator Matone. Tariff, you mean? 

Mr. Seaxwoop. Excuse me, the Tariff Commission. And the final 
action of the President. 
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Senator Matong. Yes; you do understand, after all of this disser- 
tation, that the President has the final authority over the recommen- 
dations of the Tariff Commission or anybody else do you not? 

Mr. Seakwoop. Yes, sir. 

Senator Matone. I just wanted to be sure you understood that. 

Mr. Seaxwoop. I do. 

Senator Matone. The President does have the final authority when 
it comes to that. 

Mr. Seaxwoop. Yes, sir; I understand that. 

Senator Matong. Over the Tariff Commission’s recommendations, 
he has the final charge over that. 

Mr. Seakwoop. Yes. 

Senator Martone. Now, do you know how many times he has dis- 
regarded the recommendations of the Tariff Commission ¢ 

Mr. Seakwoop. I understand there were 39 applications and ap- 
proximately 15 had been recommended for relief under the bill, and 
that the President agreed with the Tariff Commission on 5 of them. 

Senator Martone. Well, I think that is a fair statement. 

Mr. Srakwoop. That is what I understood. 

Senator Matone. And it simply means this, of course, that where 
he disregards the recommendations of the Tariff Commission, and 
they have made their recommendations simply on one factor, it means 
that he has put in and considered other factors other than that, in de- 
ciding on that. 

Now, when the Tariff Commission makes a recommendation, do you 
think that the President is justified in deciding on that, taking into 
consideration all of these other factors which 

Mr. Sraxwoop. Well, Senator, I am not by any means prepared to 
cay that the President did not make a decision that was justified, and 
T am in favor of his making——— 

Senator Martone. Well, I did not ask you that, I did not ask you if 
vou were for the President. 

What I am asking you now is if he should disregard the recommen- 
dation and make any decision on any factors that he himself—— 

Mr. Seaxwoop. Well, when it starts with the premise—I don’t 
know what he ought to disregard or not disregard, he might assign 
lesser significance to—— 

Senator Martone. My friend, no human being can comprehend 
these economic factors—and certainly the President does not have the 
time to study them, and so he has to take somebody’s advice on it, and 
that somebody most often is the State Department. I am telling you 
that, just in case you did not know that. It is generally the State 
Department that sap that studying for him or, rather, it is the State 
Department that does the determining, and they do not determine on 
the factor that is considered by the Tariff Commission. 

Well, however that may be, I am one of the ones that helped elect 
this President, and I really helped to do that, and I will help to renom- 
inate him, and I will help to reelect him, disagreeing with 1 or 2 or 3 
of his coll es. That does not have anything to do with my support 
of the President of the United States. 

Now, let me say this for the record, when it comes to supporting 
or not supporting the President, let me say this, that it is not right. 

59884—55—pt. 3 —89 
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to assume that anybody that disagrees in any slight way with the 
policy of the President is against him, and I want you to know that 
there are many supporters of the President who have supported him 
and who will support him in 1956 that do not agree with him 100 
percent on the things that he sends up to the Hill. 

Mr. Seakwoop. I am sure of that. 

Senator Matone. Well, then let us just leave that out of it. 

I believe in his integrity. I do not believe that any human being 
or group of human beings can judge those things especially when it 
comes to throwing in all of these extra factors that I think are imma- 
terial, factors such as the political situations in Europe, and the idea 
of buying friends and influencing people. 

I told someone tonight, 1 know—yes, it was the witness just: before 
you—I remarked to him tonight that I would not mind buying up 
somebody if they stayed bought, but these people, they do not stay 
bought. You buy them today and then you have to buy them next 
year or there is a new Communist threat. Unless we give them some- 
thing like a couple of billion dollars or unless we give them an industry, 
or a part of our market here, we have to buy them up all over again 
or they say they will turn Communist. 

Well, some of these days you are going to find that you are going 
to have to take care of the United States of America and do every- 


thing necessary to defend America, and when you get outside of that 
category, you are going to be far afield. 

Mr. Seakwoop. Senator, forgive me for alluding to a personal 
situation 

Senator Mavone. I would like to have you do it; you can put any- 


thing you want in the record. We are just making a record. You 
go ahead and say anything you want in the record; I would be glad 
to have you do it. 

Mr. Spaxwoop. I spent 4 years in the Marine Corps in the last war, 
and I am not talking about, in my recommendations or opinions here, 
anything that is calculated not to defend Americans. 

On the contrary; I sincerely believe and recognize that you and I 
and other people who are on different sides of the fence—that we, all 
of us, similarly and sincerely believe in the things that you have stated 
here. 

However, I am convinced—I may be wrong—but I am convinced 
that the overriding factor that we have to deal with today is not alone 
a question of whether or not I will lose my job or John will lose 
his job, but whether or not our house will stand. 

I feel again, right or wrong, but I feel strongly that the position 
we are in and the conditions that we face today are such that we have 
to support our President on our foreign-policy program, and that 
this bill is an important part of that foreign policy program, and I feel 
that we cannot afford to shift our ground at this time, and again I 
am talking about the welfare and security of everybody in this coun- 
try, even though some people may conceivably be hurt. 

Senator MaLonr. Let me ask you a simple question, sir. 

Does the Constitution of the United States say that we shall trade 
the markets of this Nation to any foreign nation for its support / 
Is there anything there in that. connection at all? 

Mr. Szaxwoop. No, sir. 

Senator Martone. Does it say anything like that? 
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Mr. Seaxwoop. Well, no, there isn’t any such statement. 

Senator Maronr. Of course not. You don’t know of any such 
statement in the Constitution of the United States, do you? 

Mr. Seakwoop. No. 

Senator Martone. There isn’t anything like that in the Constitution. 

On the contrary, it separates the foreign policy from the domestic 
economy—did you ever read the Constitution / 

Mr. Seaxwoop. I have read it. 

Senator Matone. Well, do you remember reading anything in 
there, in the Constitution of the United States, that couples the for- 
eign policy with the domestic economy ? 

Far from it, I will tell you this, far from putting them together, it 
separates them. 

The Constitution puts them under different branches of the Gov- 
ernment. The legislative branch has the economy of the United 
States, definitely and finally the writers of the Constitution gave 
that to the legislative branch, the question of the economy, the ques- 
tion of regulating foreign trade, regulating foreign commerce and 
levying the duties and the excises, is in the legislative branch; and 
then it goes on to say that the executive branch is in charge of the 
foreign policy. 

But then we come along, and there was a Congress that was thor- 
oughly dominated by an Executive, and that coupled the domestic 
economy and our foreign policy together so that you could use the 
economy of the United States, the markets of this Nation, the jobs of 
American workingmen and the investments of the small investors, you 
could use all of them to buy up the foreign policy, you could use them 
to obtain friends and influence people, or you thought you could, and 
you could try it. 

Now, if you can go home and read that Constitution of the United 
States and if you get anything else out of it, I would be happy to get 
a letter from you. 

If you let this 1934 Trade Agreements Act expire, it goes back to 
the Constitution of the United States; it reverts to the Tariff Com- 
mission. I will tell you if you do not know it, that the Tariff Com- 
mission is an agent of the Congress and not an agent of the executive 
branch of the Government. 

It would be just as simple to put it in the Supreme Court. The 
Supreme Court is the third branch of the Government, which judges 
the constitutionality of what we do, either the executive or the legis- 
lative branch, and there are some pretty smart people in the Supreme 
Court. 

Also, I might say, those people that wrote the Constitution were 
pretty smart people. They had learned a lesson from experience. 
They had had experience with one man who could tell them what to 
do, taxwise and in the economic field and in the foreign affairs field. 
They had one man that could do that, and that man was George ITI, 
King of England. When they rose up against him and threw him 
out, then they wrote the Constitution so that no one human being 
could do to them again what the King of England had done. 

But now, we have fixed it so that one man can do the same thing 
once again. aL 

Let me tell you this, that I memorized that Constitution and the 
Bill of Rights in school, and I think it would be a good idea, perhaps, 
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to get back to this idea in our schools today. Nobody reads them 
any more. Instead we just look at television and listen to the radio 
and read these columnists that have these articles in all of these 
newspapers. We read and read and then we say, “Why, this is ter- 
rible, I didn’t know that.” 

We have been fed with slogans such as “Trade, not aid,” and “re- 
ciprocal trade.” 

Going back into history, there was this business about reciprocal 
trade and “Trade, not aid” in other places. The bankers of London 
were concerned about it. They invented the slogan “Trade, not aid,” 
and I can tell you who first said that. The man who coined it was 
Chancellor of the Exchequer in England. I pinned it on him 2 
weeks after he made it—and we live by it today. Picture yourself 
in some other business, not in the business that you are in, where you 
are sitting on soft cushions in New York City, selling something 
abroad and willing to sacrifice the markets of the workers of this 
country, like the pottery maker and the glassworkers and the clothes- 
pin people, those folks that are up there just above you in the State of 
Maine, or are willing to sacrifice any one of 5,000 other industries, so 
that you could say, “T can sell some more of my product.” It could be 
that you could think about that and think it through, if you sat down 
and thought it over in the cool of the evening. 

You have a philosophy—now, I have given you mine. Let us have 
some of your philosophy. 

Mr. Sraxwoop. Well, Senator, if we may come back to my point 
of view, I feel that we have reached the point where United States 
exports would materially diminish if we did not through trade put 
dollars in the hands of the foreign countries who are dependent upon 
us toa great extent at this time for the development of their economy— 
and we are not talking about the pottery people any more, but in- 
stead we are talking about the mining machinery ‘employees who 
are going to lose their jobs, and the huge number of workers in the 
automobile industry, and we are also talking about every one of the 
millions of people affected by the passage of this bill who are depend- 
ent to some extent on the export trade; it seems to me that either way 
we cut it, we are talking about somebody who is going to or may 
lose his job. 

Senator Martone. Look, my friend, we are not talking about cutting 
anything. 

We, after World War Il, began to fee money around like 
drunken sailors, and you, I cues, havin n a marine, know poet 
that is, and I know, too. I was im the ‘Eid artillery. As TI su 
you know, President Truman was in the field artillery in the iret 
World War, also; he went over there with the field artillery; he 
was a captain, and I was in the field artillery, and they are not immune 
to that, either. 

Now, let me tell you this, that if we deduct the amount of money, 
the billions of dollars that we appropriate and throw around the 
world, it would be like the grocery man in the State of Maine, if 
business was not good, telling is banker, “Give me $10,000; I 
want to throw it around the street, maybe I will increase my busi- 
ness.” Well, you know what would happen then. The banker would 
step on his little button and he would engage the grocer in conversa- 
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tion until a cop came up behind the man and got him by the arm and 
put him where they could investigate and determine whether he was 
dangerous or not. 

Well, that is typical of what we are doing. We also are sending 
obsolete equipment over there and putting it into the warehouses 
and we keep on making this obsolete equipment, because we are afrai 
of unemployment if we stop the manufacture of obsolete equipment. 

If you subtract the cost of that equipment and the amount of money 
that we send over there to throw around, then you will see that we 
are right back to the 4144 percent or 5 percent of foreign trade that 
we have had over all of these years. 

If you will take the time to look into this, I wish you would do it, 
I wish you would really go into it, and if I have missed it by 1 per- 
cent, will you please write me a letter. 

You are for continuing that thing, I suppose, spending the billions 
in Europe, sending them, all of that money, over to Europe, and 
sending that obsolete security equipment—if the people of this coun- 
try just understood what the Congress is doing and the import of it, 
[ think they would move on Washington cat would not even wait 
for an election. 

Mr. Seaxwoop. Senator, I have gone on record as saying I felt 
we have given too much—— 

Senator Matonr. Why, of course. But I want you to check me and 
write me a letter if I am wrong that the amount of stuff that we 
give away deducted from our total exports, does not bring us right 
back to this 414 or 5 percent of legitimate foreign trade that we have 
had for the last 40 years or so. 

Mr. Seakwoop. Well, Senator—— 

Senator Matons. Don’t you agree with that ¢ 

Mr. Szaxwoop. I would not agree with that—of course, I have not 
made a study. 

Senator Martone. Well, study it and let me know if I am wrong. 

Mr. Seaxwoop. If I can get access to the sources—— 

Senator Matone. Well, I can get at the sources, and so can you get 
at the sources—but I don’t understand how a man can come down 
here and advocate things on the basis of things he does not under- 
stand. 

Mr. Seaxwoop. Let me state— 

Senator Matonr. You have made a wonderful statement and any- 
body that does not know anything about it at all could go back over 
and say, “I didn’t know all that. That is wonderful.” 

Mr. Seaxwoop. Senator, I am basing my views upon the reasoning 
and the experience, the joint reasoning and experience of my company 
and those similarly situated——— 

Senator Matonr. “Similarly situated’”—well, they come in here by 
the ream——— 

Mr. Seaxwoop. I believe, Senator, in the expansion of United 
States export trade that would be made possible by the slight reduc- 
tion in tariff rates, and if the proposal in H. R. 1 should in fact 
materially and adversely affect any segment of United States indus- 
try, I have sufficient confidence in the President that he will turn th 
proposed reduction down—— 

Senator Matonr. You understand, sir, in the first place, that you 
cannot object legitimately until you are seriously injured and then 
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you have got to show that at that moment you are seriously injured. 
Do you understand that ¢ 

Mr. Sraxwoop. Or threatened with serious injury—that is correct. 

Senator Martone. And you area businessman. 

Mr. Seakwoop. Yes. 

Senator Martone. I don’t know whether you just run the export 
business or if you have to meet a payroll, but if you do, you will under- 
stand my next question. 

How long can a business last in this country that has a continual 
cloud over its head, where it may wake up any morning and find that 
the State Department has announced—I think, of course, you know, 
technically it is the President, but it is actually the State Department 
that does it—and wake up and find, as I say, that the State Depart- 
ment has announced tariff reductions below the point where it can 
carry on in its work and compete with these chief competing foreign 
nations? When that happens it must come in and show serious injury. 
It may be 1 or 2 or 8 years before it is seriously injured—although 
you know, with a 45 pointed at your head, you know that if someone 
pulls the trigger it is too late. So when you are seriously injured 
you are dead in most of these businesses; are you not ¢ 

Mr. Seakwoop. When seriously injured, we may be dead. 

Senator Matone. Yes; that is right, isn’t it? 

Mr. Seaxwoop. Yes. But, Senator 

Senator Martone. That is right, so how lucky do you think you 
could be? 

If you wanted to enlarge your plant with this hanging over your 
head all the time, with one man or a group of men in the Capitol who 
can destroy you at any time, how eusnimabed do you think you will be 
when you go to vour bank to raise money to modify your machinery / 

Mr. Srakwoop. Senator, your question is based on the assumption 
that the passage of this bill will allow for a lot of dead industries, 
and that 1s something I do not agree with. 

Senator Matonr. I know you don’t, but here is something that | 
don’t think you understand, that when you lower the tariff, there is 
that differential there, the differential of the lower wages. I ask you, 
would you say that it is right if the lowering of the tariff may destroy 
you because of that differential—I do not ear whether you under- 
stand what I am talking about, because when you are talking about a 
5 percent or 10 percent or 15 percent tariff reduction being met, these 
lower wages—— 

Mr. Sraxwoop. Senator, I know on the basis of our own experience 
a I pointed out before, and it is a fairly important point to get across 
that 

Senator Matone. Yes; but a little difficult. 

Mr. Seakwoop. We are competing with foreign manufacturers, 
you know. 

Senator Martone. What are you a manufacturer of ¢ 

Mr. Sraxwoop. We manufacture, among other things, the under- 
ground mechanical mine ear loader, known as the Rockershovel. 

Senator Mavoner. Is that all you manufacture ? 

Mr. SzaKwoop. No; I am just giving our principal product which 
serves the mining industry. 

Senator Martone. What others? 
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Mr. Szaxwoop. Well, we have recently developed and manufacture 
tractors and tractor excavators, and we manufacture underground 
compressed air locomotives. 

We manufacture folding scrapers, and we manufacture bulldozers, 
bulldozer blades, and other attachments, and we also manufacture a 
full range of continuous and semicontinuous vacuum and pressure 
filters 

Senator Maton. Then, let me ask you—— 

Mr. Seaxwoop. The filters are all highly specialized equipment 
serving the chemical, metallurgical and industrial process industries. 

Senator Matone. Let me ask you—-you have finished with what 
you manufacture ? 

Mr. Srakwoop. Yes, sir. 

Senator Martone. Then let me ask you. Let me ask you this ques- 
tion, do you have any protection on any of these products? 

Mr. Seaxwoop. I do know that on mine car loaders, there is a 
duty which I believe to be 13 percent. 

Senator Martone. And any protection on any of the rest of them? 

Mr. SraKwoop. I don’t know. 

Senator Martone. You do not know if 

Mr. Sraxwoop. I do not know. As a matter of fact, we have 
maintained a dominant position in our respective fields in filter and 
mining equipment and we have not been too much concerned 

Senator Matonr. Oh, so you feel competent to come down here and 
testify when you don’t even know what protection you have on your 
own products ? 

Mr. Seaxwoop. Yes, sir. I started to say before, Senator, and I 
think it is a most important point to bring out, based on our own 
experience, that we have competitors in Japan and we have competi- 
tors in Germany 

Senator Matone. How long have you had these competitors? 

Mr. Seaxwoop. Well, certainly since the war, in most cases—— 

Senator Martone. Not right after the war, didn’t you have a little 
time that elapsed? Isn’t that something that is still growing, aren’t 
they still getting into production and aren’t they starting to push 
your plants for production 

Mr. Seakwoop. No, sir. As a matter of fact, in Sweden 

Senator Matone. I am not talking about Sweden. You were talk- 
ing about Japan. Weren't you talking about Japan / 

Mr. Seakwoop. Yes, I was, Senator, I did mention Japan but—— 

Senator Matong. You brought up Japan and Germany and—— 

Mr. Seaxwoop. I wanted to give some illustrations to you. 

Senator Martone. Japan and Germany, let us finish up with them. 
Ifow about Germany? 

Mr. Seaxwoop. Well, during the war the Germans moved into 
France and took one of our Rockershovels which they brought into 
Germany and copied it. That action was sponsored by the German 
Government, and that industry has been in existence ever since. 

Senator Martone. Since the war? 

Mr. Seaxwoop. It started during the war. 

Senator Matone. Manufactured during the war? 

Mr. Seaxwoon. Yes, sir. 
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Senator Martone. Well, now, are they improving it, are they mak- 
ing any effort to improve the product, not only the Rockershovel 
but other fields? 

Mr. Seakwoop. Yes—they think they have. 

Senator Matonr. You say they think they have? 

Mr. Seaxwoop. Yes. 

Senator Matone. Well, do you think they are? 

Mr. Szeakwoop. They think they are. 

Senator Matong. I didn’t ask you that. Do you think they are 
improving their products? 

Mr. Szaxwoop. Well, there is a considerable amount of good en- 
gineering ability and ingenuity in Germany, but we are prepared to 
match ours with theirs. 

Senator Matonr. In that field over there? 

Mr. Seakwoop. Yes, sir. 

Senator Martone. Now, let me ask you this—well, that is a great 
thing, as long as you have a duty on your product, you say that you are 
prepared to match them. I did not hear you recommend that we have 
free trade on all of these products that you manufacture—or did I miss 
something ? 

Mr. Seaxwoop. No. I said that I was not prepared at this time to 
take the position that we should have free trade. 

Senator Matone. Well, how about free trade on the things you 
manufacture ¢ 

Mr. Sraxwoop. I do not know that to be the case. 

Senator Martone. No, I don’t think you would. But it is very 
interesting to me to see you people that have articles that you are 
making come down here and you are recommending that we transfer 
toa group of men the power to reduce the tariff rates on other products. 
Apparently you hope they will. 

Mr. Seakwoop. Senator, we expect equal action consistent with our 
principles, and we do not feel that we are entitled to any special type 
of protection. 

I have stated before that we are not at this time particularly con- 
cerned as to whether there is or is not any protection in the sphere in 
which we produce and compete. 

Senator Matone. Well, Lask you: You would like to have free trade 
on your own equipment, whatever you manufacture? 

Mr. Seaxwoop. I did not say that. 

Senator Martone. Well, what did I understand you to say? 

Mr. Seaxwoop. I said we would not be concerned about it as a major 
economic factor affecting our domestic sales. 

Senator Martone. In other words, you would not care if they took 
the tariff off of your product? 

Mr. Szaxwoop. At this time, I said, I was not prepared to say that 
we should go as far as to allow the free-trade concept to govern our 
economy. 

Senator Martone. Well, in your statement you did not mention that 
you had protection, and now you say—— 

Mr. Szaxwoop. I mentioned that there was one protected item. 

Senator Martone. And yeu don’t know how much? 

Mr. Seakwoop. I said—— 

Senator Martone. Didn’t you say you didn’t know how much? 
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Mr. Seakwoop. I said that I thought it to be 13 percent. 

Senator Matong. Thirteen percent. 

Now, would you want them to recommend the amount of protection 
on your products or any other products at the discretion of the Execu- 
tive or this group of advisers around him, is that what you are—— 

Mr. Sraxwoop. If it is in the best interest of the country, by all 
means. 

Senator Martone. In his judgment? 

Mr. Spakwoop. Yes, sir. 

Senator Martone. Best interests of the country in his judgment ? 

Mr. Srakwoop. Yes, sir. 

Senator Matoner. That is how you feel ? 

Mr. Sxrakwoop. Yes, Senator. 

Senator Martone. In other words, you are for the change of prin- 
ciple and abolishing the principle of fair and reasonable competition, 
and you are for changing the principle of giving to the American 
workman and the American investor access to all of the markets, equal 
access to all of the markets such as they had in the 1930 act, and you 
are for changing that and for having the Executive do anything that 
he wants to do with it if in his judgment he thinks it is a good thing 
for the country ? 

Mr. Sraxwoop. I believe that the decision of the President, with all 
of the information that would be available from his Department heads 
and from his full staff, would be a fair and reasonable judgment that 
would be dictated by what he sincerely believes to be the best interests 
of the country, and we have enough faith in him under those circum- 
stances to abide by it, and recommend 

Senator Matone. Well, to make it short, sir, you are for a change 
in the principle or as it is to be amended by this act ? 

Mr. Srakwoop. I am in favor of this bill. 

Senator Matonz. A change in the principle, that is what I wanted 
to know. 

Mr. Seakwoop. I am in favor of whatever principle this bill stands 
for. 

Senator Matone. That isright; I understand you. 

Mr. Szakwoop. But I would like to continue. I started to mention 
something before, Senator, and I did not complete it. 

Senator Matonr. You may go ahead and state it; you may make 
any record you want. All I want to make is a record of exactly what 
you stand for. 

Mr. Seakwoop. Actually I am not trying to make a record but just 
trying to explain how I feel. 

Senator Matone. Go ahead. 

Mr. Seaxwoop. As I said before—— 

Senator Matonr. I am not going to stop you from making your 
statement. 

Mr. Seaxwoop. Well, Senator, then 

Senator Martone. I would never stop anybody from making a state- 
ment, from making his record; all I want to know is what you stand 
for exactly. 

Mr. Seakwoop. I am glad to hear that, Senator. 

Senator Matone. You just go ahead. 


59884—55—pt. 340 
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Mr. Sxaxwoop. As I said before, I think it has a pretty material 
bearing on what we are talking about—we are competing with foreign 
sources, manufacturers, the foreign sources of manufacturers that are 
producing like products more cheaply and selling them more cheaply, 
and they are actually not constituting any material threat to ourselves. 

Senator Matongr. You do have this protection you spoke of awhile 
ago? 

Mr. Sraxwoop. Senator, I am not talking about domestic sales 
but about foreign sales. 

We are meeting them on their home ground and it puts us to no 
great disadvantage to have to send our equipment 2,500 miles across 
the country from Salt Lake City and then ship it across the ocean 

Senator Martone. You do realize we have sent about $50 billion to 
$60 billion to buy our stuff since the war ? 

Mr. Seakwoop. Senator, I would not want to take up your time and 
all the other people who are waiting to testify 

Senator Martone. You just go right ahead. We have all the time 
in the world. 

Mr. Seakwoop. To go into my philosophy, but I believe that when 
we introduced the Marshall plan we were justified in having done so 
and I think it definitely served to save many countries from com- 
munism., 

Senator Matonr. To save them from what? Communism? 

Mr. Seakwoop. That is right. 

Senator Matonr. Where do you think they are now—France, for 
example ? 

Mr. Seakwoop. Well, I don’t think we have the rosiest picture 
over there, but if we go back and compare what the conditions are now 
with what they were then, I think there is a great deal 

Senator Martone. Don’t tell me—we have more Communist sym- 
pathizers now than then. 

Mr. Srakwoop. Well, we might have had an entirely Communist 
parliament if the French had not had support 

Senator Matong. They might have, but a lot of people don’t think 
so, or at least they would be paying their own taxes, whereas we are 
paying them now. 

Mr. Seaxwoop. Well, that is right, I feel we ought to stop paying 
them and let them pay for them, let them go on their own, by allow- 
ing them to trade more freely with us. But in sending what. we al- 
ready have over there, has given jobs to more of our people and it 
has built up our United States facilities. 

Senator Martone. Sending $50 or $60 billion worth of stuff, you 
say that gave more jobs? 

Mr. Sraxwoop. Yes, indeed. As a matter of fact, the dollars that 
went over there came back over here and were spent on American 
products. 

Senator Martone. You think they did? 

Mr. Szaxwoop. I am sure they did. 

Senator Matonz. You actually think so? 

Mr. Sxakwoop. Sure. 

Senator Matong. Well, that is very interesting. 

Now, let me explain this to you, then I will ask you if it isn’t 
true, about how they dealt with each other, using our money. Let 
us go over now to South America. 
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I just want to complete the job on this thing. They went down 
there, these representatives from the Netherlands, from England, from 
Germany, from France, they were all over there, offering them 4 or 
5 or 6 years of credit to those people, and those people complained 
that the Americans were only offering a 3-year coadlit, and the answer 
is that they were doing that with our money, they were using our 
money to give them that 4 to 6 years of credit, and I say to you that 
whenever we quit furnishing them the money, then they will have 
to quit furnishing 5- or 6-year credit to some foreign nation. 

But you do think, coming back to your statement, that maybe the 
$50 billion or $60 billion sent over to Europe helped to buy some 
products we have produced here ? 

Mr. Seakwoop. Certainly, and I think it did stimulate our economy 
to a great extent, and I think that now we have got to give them the 
opportunity to become industrial and economic partners with us. 

Senator Matone. Yes, and simply allow the Executive to determine 
what industries they will depreciate here and what industries they 
will build up in the interest of what he considers the overall economy / 

Mr. Seakwoop. Yes, sir. 

Senator MaLone. You are for that ? 

Mr. Seakwoop. Yes, sir. 

Senator Martone. I want that clear on the record. 

Mr. Seakwoop. Yes, sir. 

Senator Matone. Now, let me ask you this. Are you familiar 
with the operations of this foreign organization known as the Geneva 
General Agreement on Tariffs and Trade? 

Mr. Seakwoop. No, sir, | am not. 


Senator Martone. Well, if you were familiar with it, I don’t think 
that you would talk with the same confidence that you do. 

That is an organization that operates in a manner where they have 
a combination of 34 foreign nations, and they sit over there with the 
markets that we have, our markets in the pot and they determine how 
to divide that up; how to divide up the whole basket of markets, 
including ours, among the nations of the eee a multilateral basis. 


Now, are you aware of that, and if you don’t 
say So. 

Mr. Seaxwoop. I have said that. 

Senator Martone. But, if it is any information to you, that is the way 
it works. 

Mr. Szakwoop. Thank you. 

Senator Matone. Just recently the United Nations, through the 
Assembly, had a resolution creating another worldwide organization 
and I think they started with a less number, hoping that it will grow, 
and without our vote—and there are all of these trick organizations— 
especially if we continue that organization, the United Nations—such 
as the International Trade Organization, the International Materials 
Conference and so on and so on—and they all use as a base, this 1934 
Trade Agreements Act. 

Now, if you allow this thing to expire, they will find that all of 
these trick organizations that work under that and take our markets 
will fall, and this sucker game will stop. All of it will fall of its 
own weight—did you ever study that situation ¢ 

Mr. Seakwoop. No, sir. 


now anything about it, 
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Senator Martone. Well, I thought you might have crossed that trail. 
Do you believe that we ought to have an act of this kind, leaving 
it in the hands of the State Department—where of course it now is 
although technically under the President—so that these organizations 
may operate with our markets in the pot and as long as they are 
ap to go along this way, there is no way of stopping them except 
vy 
‘Mr. Seaxwoop. Well, Senator, I do not believe that this matter 
would be left in the hands of the State Department. I am sure that 
they would have a great influence on the President, but I think that 
is quite different from leaving it in their hands. 

Senator Martone. You think that he would study this proposition 
himself ? 

Mr. Sraxwoop. I am sure that in those cases that would have great 
impact on our country, that he would give it his attention. 

Senator Matonr. You think he has time to give any such attention ! 

Mr. Seaxwoop. I think that if it was important enough to this 
country, he would find the time; that is what the people expect of him, 
and I am sure that is what he would be guided by. 

Senator Martone. Well, I am glad that you have that confidence 
in him and in the time that the President has to do that job in. 

Now, the Congress of the United States that has these committees, 
such as this one, in 1930 delegated that work to a Tariff Commission, 
which is our agent, and they have a corps of experts to study the prob- 
lems and to do it on the basis of a principle that was estabhshed 
at that time; that is a direct principle laid down by Congress. 

Now, let me tell you this, for your information, that prior to that 
time the Congress tried to do it and they tried to do it through com- 
mittees, such as this one. It took these committees months and months 
and months of study and if they had used a little bit of logrolling, it 
might have gone the other way. I am not saying that it would or 
would not, I am not saying that they did use logrolling, but anyway 
from that experience they learned a little lesson, and they switched 
to a principle where there could not be any logrolling. 

They did not say to the Tariff Commission, “You can study the 
worldwide situation and take any factors that you want to into con- 
sideration beside the basis of fair and reasonable competition in mak- 
ing your decision.” 

No, they did not do that. They pinned it on the principle I have out- 
lined to be applied by their own agent, the Tariff Commission—but I 
am glad you have made the record clear, that you are for one man 
making this decision, and you think that one man really makes it, so 
that ends that. 

Mr. Sraxwoop. Senator, I think that the Tariff Commission plays 
a very important part in the decision which the President will 
make—— 

Senator Martone. Wait now, I thought we covered that. I thought 
we had gone all over that, just how important it was to the President. 

Mr. Seaxwoop. But I do not think by any means that the factors 
that would guide the Tariff Commission in the decision it would 
make are comprehensive enough. 

Senator Matone. Well, vou bnbe the factor that they have to con- 
sider, and that is whether there is an injury done to our industry-—— 
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Mr. Szaxwoop. And that is their sole purpose, their sole function. 

Senator Martone. And how often are they effective, what percent- 
age of the time? 

Mr. Seakwoop. Well, I don’t know what you mean by “effective.” 

All I am saying, Senator, is that it is proper for a body such as the 
Tariff Commission to weigh the pros and cons of the economic effect 
of any particular reciprocal trade activity being considered. 

Senator Matonr. They are not allowed to weigh the economic ef- 
fect. What they say here is whether or not the industry has been 
injured 

Mr. Seakwoop. Well, that is what I mean by “economic effect.” 

Senator Martone. The economic effects in other countries. Now, 
the Tariff Commission is not allowed to go into all of these political 
and economical considerations abroad—and their advice is rarely 
taken and 

Mr. Seakwoop. I don’t feel, Senator, that their advice is based on 
all of the facts. 

Senator Martone. No, it isn’t; it is based on the fact of whether this 
industry has been injured or not. 

Mr. Seakwoop. That is correct. 

Senator Martone. Yes. 

Mr. Seakwoop. And that is one element in the toval picture that 
must be considered and seriously so, but I feel there are other ma- 
terial factors that must be considered. 

Senator Martone. You feel what? 

Mr. Seakwoop. That other material facts must also be considered. 

Senator Matonr. What are those facts ? 

Mr. Sraxwoop. Well, certainly, our international relations. 

Senator Martone. And you would trade any industry or any part 
of the industry if you thought it was important enough for a for- 
elgn-—— 

Mr. Seakwoop. If it has a bearing directly on national defense and 
security. 

Senator Matonr. And making friends and influencing people? 

Mr. Szeakwoop. Well, not influencing people or 

Senator Matone. Well, that is what it means, when you talk about 
the national defense, they bring in having allies and 

Mr. Sraxwoop. Well, Senator, national defense to me does not mean 
making friends, it means being hardheaded and factual about the ex- 
tent to which we would have to have in our interest the support of 
the other people throughout the world to help us contain communism 
and keep it from rolling on. 

Senator Martone. And you believe that trading any part of our 
industry or an entire industry, if they consider it important enough 
to buy that friendshi 

Mr. Seaxwoop. If it means that otherwise we might face a world 
in a war that would be catastrophic, and the chances of that conflict 
would be that much greater——- 

Senator Matonn. Well, wait, do you believe that we should con- 
tinue, have and continue a principle that allows the Executive or a 
group around the Executive to destroy an industry or sacrifice an | 
industry just so that he can build u 


= PAKWwoop. Senator, with all the facts available to him, yes, 
an 
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Senator Matone. In other words, you want to get away from the 
principle of free and reasonable competition and consider all of the 
factors ¢ 

Mr. Seaxwoop. Not away from the principle of free and reasonable 
competition, but including others as well. 

Senator Mavone. You cannot have both. 

Mr. Sxakwoop. Well, I am afraid that we are living in a pretty 
complicated day and age and I think that we have got to recognize 
it and accept both. 

Senator Martone. That is, you want all of these other factors to be 
considered in that principle, in addition to the fair and reasonable 
competition principle, fixed on that basis to give American workers 
equal access to the markets of the world, you want to change that and 
add on all of these other factors, that is what you want? 

Mr. Seakwoop. Well, I think, Senator. 

Senator Martone. And you want our economy combined with our 
foreign policy under the Executive, and you know how our foreign 
policy has been, and what people say about 

Mr. Seakwoop. Well, Senator, I think that we can say that we have 
grown from our experiences considerably since the war, I think our 
foreign policy is much better defined anc 

Senator Matonr. What is that, better defined ¢ 

Mr. Seakwoop. Yes, and if you want, I will give you my ideas on it. 

Senator Matone. Go ahead. 

Mr. Seaxwoop. Number one—I believe our foreign policy is to serve 
the best interests of this country, to enlighten and develop the other 
countries of the world this side of the Soviet bloc as a growing and 
active community of countries with whom we can work and prosper in 
peace and with whom we can possibly contain further encroachments 
of communism, and I believe that all of the policies, economic, trade, 
and otherwise, to which our country subscribes, are all underlying 
principles of the major objectives that I have mentioned. It is a 
sizable and difficult task, and nobody has all the right answers; we are 
just searching and hoping that we will come to the-—— 

Senator Martone. Well, we have left 1 principle, the principle we 
have had for over 75 years in the regulation of our foreign trade 
und—— 

Mr. Sraxwoop. Well, sir, I think that regulation of foreign trade 
in the light of these broader principles becomes rather small, although 
I am not for the purpose of minimizing its effect by any means—— 

Senator Maronr. Are you aware that the countries, those countries 
over there, about 35 or 40 of them, have severely criticized us and even 
threatened to withdraw because we were selling products abroad and 
subsidizing production, selling them abroad ? 

Mr. Seakwoop. I am aware that there has been such criticism leveled 
atus. Ido not know specifically where it originated. 

Senator Martone. Well, there is the Wall Street Journal, I can cite 
that, it was laid out there in a clearer manner than any other place 
that I have seen, and I saw that and so I put it in the record, and you 
san see it when it is finally printed. 

And that says’that far from influencing people and making friends 
by doing that, we were alienating friends by our foreign trade policy. 

Mr. Seakwoop. By a giveaway program. 
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Senator Matonr. By sending wheat and other stuff over there in 
competition. 

Mr. Sxakwoop. I agree with that. 

Senator Martone. Now, as a matter of fact, there are many people 
that think on foreign trade—and of course we are fortunate in the 
foreign trade—they say that by sending them the dollars rather than 
the goods and putting them on an installment plan, that that might be 
better because then you don’t expect so much. And there are many 
people that believe that this policy of foreign trade will stop or help 
to prevent war—well, we have had at least two wars since we instituted 
this policy to prevent war, haven’t we? 

Mr. Seakwoop. Well, I do not think that the wars were attributable 
to our foreign trade policy, Senator. 

As a matter of fact, I believe that if the foreign trade policy is 
properly and fairly accomplished, it will be one of the greatest instru- 
mentalities of peace that we can have. 

I think that if we are of the mind that we can live and survive in 
and of ourselves without foreign trade, that we have denied ourselves 
the experience of our own history. 

Senator Marong. You feel that way? 

Mr. Srakwoop. Yes, Senator, and if you 

Senator Martone. Well, did anyone ever tell you about trying to do 
away with foreign trade? Hasn’t it been made clear to you or have 
you thought it out ? 

If you can just sit down in the cool of the evening and turn off the 
radio and the television and throw that newspaper in the corner—the 
one with the articles and the columnists—if you just sit down and 
forget all of that material and figure out what is legitimate trade, you 
might think differently. 

You might be able to see than that when it comes to legitimate trade, 
it is a matter of quid pro quo, and completely on that basis, not what 
these dreamy-eyed people say or try to bring into it. 

Now, coming back to this criticism, these people who were telling 
the American people that by sending those goods and money over there 
we were trying to help the foreign nations, were not telling the 
American people the truth. 

We were not trying to help them, but we were trying to’sell them our 
own products, that is what we were trying to do. The first time that 
I heard of that, I nearly fell off the chair. An Englishman and I 
were talking and about 3 o’clock in the morning, he said, “It wasn’t 
for foreign aid, it was to save your own economy.” 

They could insult us with impunity and did. So could France and 
so canbe all the rest of these nations, because they knew more about it 
than you knew or I knew. The first time I found out about it was 
when I was told it by this Englishman, but that wasn’t the last time. 

And now you think that maybe we ought to not give them money 
but give them the markets. 

Let me tell you this, you young fellows who were in the last war— 
and I was in the first one—all you need is markets. That is the basis 
of your income. You can‘spend that money, the billions in Europe 
and you can keep it up much better than you can split these markets. 
You have the income while you have those markets and you can fur-— 
nish that money, but if you don’t have the markets, you don’t have the 
income and you cannot live. 
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All of this “trade not aid” stuff is poppycock. Those people over 
there know all about it and you are falling for it. 

Mr. Seaxwoop. Senator, I believe we are closer to the markets in our 
field, we know the mining field pretty well 

Senator Matonz. Yes; I know that, but 

Mr. Szaxwoop. And we are satisfied that there is a good growing 
market, assuring a greater profit and greater improvement and a 
greater amount of purchases in this country when our equipment is 
sold overseas. 

The only problem is to put the dollars in the hands of those foreign 
customers so that they can buy. 

Senator Martone. And, to do that you are willing to sacrifice some 
other industry here ? 

Mr. Seakwoop. No sir, what I am saying 

Senator Matong. Well, that is what you testified aind—— 

Mr. Seakwoop. What I am saying is that if the judgment of 

Senator Mavone. Well, go ahead and tell me what you are trying 
tosay. That is what I want to find out. 

Mr. Seaxwoop. Thank you. If in the judgment of the President 
based upon all of the information available to him 

Senator Matonr. That is correct. 

Mr. Seakwoop. He decides it is in the best interests of our country 
for the tariff to be reduced, then so be it and we go along with it. 

Senator Maone. If it is a good idea and in the interests of the 
country ¢ 

Mr. Seakwoop. Yes. 

Senator Matone. And of course it is in the interests of the whole 
country that your rocker shovels be sold, then you are for it, and 

rou 
. Mr. Seakwoop. Senator, I do not think that is a fair statement. I 
am an independent citizen as well as a member of a company, and I 
would draw the line as to how selfish I would be. 

Senator Matonr. What would you be? 

Mr. Seaxwoop. If I were just talking here about our industry, our 
company, I would not be here. I believe in this bill and its principle, 
strongly, personally. 

Senator Martone. I know you do. 

Mr. Seaxwoop. And in my opinion it dovetails with the best inter- 
ests of our country; since it does, we support it; and if it did not, then 
we would advocate that which we believe to be in the best interests 
of the country. 

Senator Matone. Well, I am going to have to read you a little piece 
here that I had not intended to. 

First, let me say that it is not the traitors to this country who are 
the greatest enemies of this country, it is not the traitors but the people 
who believe in it, believe in the country, but they also believe these 
other things, and that makes them more dangerous than the traitors. 

Tam going to read you something that was written by Harry Dexter 
White, and it is something that he wrote. Harry Dexter ite, the 
Assistant Secretary of the Treasury gave this advice to the Secretary 
of the Treasury of the United States. The Secretary sent it to the 
President of the United States, whom I know to be loyal, and who 
was President Truman. Harry Truman was a captain of field artil- 
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lery in 1917 and 1918 and there is not a disloyal bone in his whole body 
and there never was, but he took this advice and didn’t even know it. 

Harry Dexter White, without reading all of this long thing, said in 
effect to the S Secretary of the Interior and Secretary of the Treasury, 
he said, “We are going to run out of these materials.” 

It is a memor andum, and you can get a copy of this report, it is on 
page 370 of the report, the Senate resolution or Senate Report 1627. 

Mr. White discussed oil and so on, and he said that we had only a 
13-year petroleum supply. As you know we have more now than we 
had then. 

He said also that we were running short of tungsten, that at the 
current rate of use we had only 3 years supply. That was all written 
down in March of 1944. 

White suggested also that we loan $10 billion to Russia so that we 
could save our own raw materials and import these materials from 
Soviet Russia. He said Russia had plenty of these materials and that 
all we had to do was to give them the money and they would supply 
these raw materials, 

Then Mr. White went on to timber and wood products, and, as I 
said, petroleum and oil. All of them, in his opinion, should be im- 
ported. 

Mr. Morgenthau, the Secretary of the Treasury, sent this memoran- 
dum, almost word for word, to Mr. Truman. Mr. Truman, in about a 
three-page signed st: atement—this was the statement that Mr. Morgen- 
thau sent to Mr. Truman, almost exactly what had been told him by 
Harry Dexter White. He said also that it was only because of the 
overriding importance of the act for this purpose, national defense, 
that “I am able to overcome my reluctance to sign,” the bill including 
the application of the Buy American Act of 1933 to the Stockpile Act. 

And he went on to say that these buy-American provisions would 
not only materially increase the cost of this stockpile but it will tend 
to further deplete our already inadequate strategic materials. 

Now, that is the same thing in effect that Harry Dexter White had 
said,-and I don’t think that Truman even knows who first said it, be- 

cause if he had, he would not have done this thing, I doubt if he knew 
Harry Dexter White; he did not know who he was in any case. Presi- 
dent Truman was a patriot, and as I said it is not the traitors that do 
the harm but the patriots that believe the things they are told and 
start doing these things they are advised to do; they are the ones 
that are doing the damage, not the traitors, 

Now, that 1s an interesting document. That is what happened, and 
that was the political approach that is destroying us. The political 
approach brought on recognition of Russia in 1933 without any safe- 
guards whatever. 

The economic approach to destroy America started less than a year 
later with passage of the Trade Agreements Act. It w as designed to 
make us dependent upon foreign nations, like we are in India, you 
know, where we would have to cross a major ocean for 900,000 tons of 
manganese a year, almost half our annual consumption and we could 
not get a ton of it here, after a war starts, if there is a war. In the 
event of war we are cut off immediately from India. 

It is the same thing with respect to these other commodities on whieh - 
we have become dependent on foreign nations. 





1888 TRADE AGREEMENTS EXTENSION 


So now, in addition to doing away with American jobs and destroy- 
ing the investors who cannot go abroad to do these things, they make 
us dependent for these materials upon nations across major oceans. 

Now, I want to ask you about: these trick organizations that have 
been started, including the General Agreement on Trade. You don’t 
know anything about that, do you? 

Mr. Seaxwoop. That is right. 

Senator Martone. Well, I think that is all the questions. I think 
that the reeord will be very clear on this witness. 

Senator Lone. May I be permitted to say that I think you have 
made a very fine statement here. 

I think you point out the fact very well that expanding trade can 
in many instances make, more jobs as far as your business is concerned. 

Mr. Seaxwoop. We are certain of that. 

Senator Lone. And it is possible you might find a better market 
for some agricultural products also. The tobacco people have testi- 
fied to that effect. The rice people were interested in finding a 
market for their rice and they want to expand their market, and, of 
course, our cotton farmers want customers for all of their products 
that they are producing. 

So there is a possibility of finding some markets as well as losing 
some markets. Is that correct, it can work both ways? 

Mr. Seakwoop, That is correct. 

Senator Lone. Now, you mentioned that you were 4 years in the 
Marine Corps. What unit were you connected with or assigned to? 

Mr. Seaxwoop. I was with VMF-323. 

Senator Lona. Did you serve overseas with that unit ? 

Mr. Seakwoop. Yes, sir. 

Senator Lone. Where? 

Mr. Seaxwoop. Well, we were on Peleliu, Okinawa, Espiritu Santo, 
and we were in Guadalcanal, though after the battle, ant we were in 
Hawaii. 

Senator Lone. You were a pilot during the war? 

Mr. Seaxwoop. _No, sir. 

Senator Lone. What were you? 

Mr. Seakwoop. I was a troop commander—originally a line officer 
loaned to aviation ; also, I was at Eniwetok. 

Senator Lone. And so you have had some experience and you were 
very interested in preserving the Nation. 

Mr. Spakwoop. Vitally so, Senator. 

You see, Senator, my feeling is that, if we are going to have this 
sort of action determined solely by a Tariff Commission, I person- 
ally would not feel confident that all of the important facts had been 
weighed that would affect the safety of this country, and I admit 
that we must give real consideration—honest consideration—to the 
extent to which people and industry might be hurt by reducing the 
tariff; and, by golly, if its reduction will hurt more people than it 
will benefit, then we should not reduce it, and that is why I said that 
I was not for free trade at this time. 

But I do not know of any other way to get a full consideration of 
all of the facts than to have all of the agencies of this Government, 
including the Tariff Commission, make their recommendations to the 
President, who will assume the full responsibility for making the deci- 
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sion, and who, goodness knows, has taken on greater responsibilities 
before and who will continue to assume greater “responsibilities tomor- 
row. Why, he could commit us to what might possibly be termed 

“defensive action” in Formosa—and I see no reason to feel that 
it leaner Eonar such as this is something that he is not capable 
of undertaking, assuming properly, or that we should have fear 
about. it. 

Senator Lone. Now, there have been statements made by Senators, 
such as Senator Barkley, who recalled incidents at the time of the 
Smoot-Hawley Act. He once told me and he made the statement 
that at the time the bill was reported on the floor as the committee 
chairman walked in there you could see the log rolling down the aisle 
and so much back-scratching had taken place that blood was dri ipping 
from his shirt. Other oldtimers have also told me all this horse 
swapping and trading done on the old tariff bill. 

Now, you feel that the President is perhaps better qualified to get 
the overall picture and make a judgment as to the entire Nation’s 
interest as to whether or not tee in tariff should be made in 
regard to a particular item ? 

Mr. Szaxwoop. Yes, sir. And I also feel many of the people who 
sincerely believe that doom will befall us if this bill goes through, will 
continue to prosper as in the past. And I recall reading with a great 
deal of interest that Mr. Zellerbach, indicated in a recent address to 
his paper and paper-products industry, that while that industry has 
maintained an historical advocacy for high tariffs, it has considerably 
expanded over the past 20 years despite tariff reductions and domestic 
competition from abroad. 

Now, certainly, some people will be hurt by reductions and for that 
reason we have those safeguards in the bill w hich I think are rea- 
sonable, Moreover, I refer again to our experiences, which have 
shown that the mere fact that a foreign competitor can sell his 
product for less does not in and of itself spell doom to the higher 
priced United States product competing with it. 

Senator Lona. I am frank that I have no fear in leaning toward 
freer trade if we can feel fairly sure that we are improving living 
standards. The only pave that concerns me is that I would like to 
have some confidence that in permittin _people to sell to us it would 
mean a gradual improvement of their living standards because that 
makes them better customers. Central and South American coun- 
tries are an illustration of what I have in mind, where there are some 
areas in which the cost of production really has nothing to do with 
the article. I mean, labor does not share there as it does in this 
country in the profits made by the industry, or at least nothing like 
the degree to which our labor benefits. 

Now, if those people make more money they can buy more. For ex- 
ample, Cuba sells more sugar and it buys rice, and if those people 
over there get more, then they are going to buy more rice from the 
United States. 

Mr, Sraxwoop. Well, I think that it will undoubtedly and in time 
become a natural consequence of a stronger economy abroad. Let us 
look back at our own history. After all, we did not start with the 
standard of living that we have now. We developed it through in- 
genuity and resources and where the resources were lacking we found 
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substitutes, and thus we became industrialized. As greater profits 
were made labor received more income and a greater purchasing 
power. Asa result, they could buy more, and in that cycle the stand- 
ard of living has been increased. It will be the case with other 
countries, I am sure. 

I am of the opinion that as the economic conditions in these countries 
stabilize and we help to develop them, that certainly hand in hand there 
will be a general uplifting of their standard of living. 

Senator Lone. And your position is that you are willing to take 
the chance, as far as your industry is concerned, that your protection 
will be reduced to the same extent as anyone else? 

Mr. Seakwoop. Well, we may not be typical, but we do have Japan- 
ese competition. I refer again to our rocker shovel, which is an wnder- 
ground mechanical loader, and which is probably the greatest single 
piece of equipment accounting for the rate of production of under- 
ground mines today. 

Now, we are selling that machine to the Japanese in spite of the fact 
that they have an article there which, if you saw a picture of it and 
compared it with ours, you could not see the difference. I refer to a 
Japanese-made loader; and yet we are selling our loaders to Japan. 

Now, of course, every company does not have a comparable situation. 

Senator Lone. I was wondering how you could sell in Japan under 
those conditions. 

Mr. Sraxwoop. I will refer you to a statement that was made by 
the director of one of the biggest mining groups in South Africa. We 
were discussing the competition of the locally made, lower priced 
loaders in South Africa and he said, “We are prepared to buy your 
products because we do not feel that we are just buying price. We are 
buying better performance, better quality, better maintenance, excel- 
lent service, and we are buying your company’s integrity and all of 
the intangible benefits that flow from your continued engineering 
research.” 

Now, mind you, that man represented approximately 80 gold-mining 
companies, and the price of their end product, that is, gold, is fixed on 
the world market. Of course, he did not mean that his company will 
entirely disregard price, but merely that they are prepared to pay more 
for the added benefits they get from us as an American manufacturer. 
They are, however, looking beyond the mere saving of a few dollars 
if they can get something better. That is why they are buying our 
product. 

Senator Lone. Well, to get it down to a very simple pres, it 
is just like a man who buys a good razor blade, he could get a cheaper 
one, but he buys the better blade because he likes the way it shaves. 

Mr. Szraxwoop. Also, Senator—and I hope that this does not open 
up a new point of contention at this late hour—nobody today has men- 
tioned the fact that the publie stands to benefit considerably if given 
a fair opportunity to choose among products available under normal 
conditions, from foreign as well as domestic sources, to choose these 
products which best suit its needs and ability to pay. But, certainly, 
if we should get to the point where United States industry would be 
materially threatened because American manufacturers are not com- 
peting properly with imports, then in my opinion, we would have an- 
other wave of buy American sentiment, which we had before, and I 
think that everyone in this country would rally behind it. 





TRADE AGREEMENTS EXTENSION isgi 


However, I am sure that we will never reach that point; the slight 
tariff reductions permissible under the bill could not possibly have 
that effect. Moreover, the President can be expected to continue to 
act in a manner that is representative of the best interests of industry, 
our economy, and the country as a whole. 

Senator Lone. Now, there is a considerable number of industries 
that we must have even though someone else can produce the item more 
cheaply, because they are essential for the defense of this country. We 
must have those essential industries, even though those products can 
be produced elsewhere of better quality and cheaper. 

Mr. Seaxwoop. That is right. 

Senator Lone. And to give an example, we have to keep the watch 
industry operating in this country, and it does seem to me that there 
is a very large number of industries which should have at least a 
minimum production, even if they could not meet foreign competition 
because we would need those industries in the event we were forced 
into a national emergency. 

Now, I suppose you would agree that perhaps there should be 
some device by which we could assure we would have a minimum 
amount of national production of items essential to defense‘ 

Mr. Seaxwoop, By all means. I have enough confidence in the 
administration of this bill to feel that that very situation will be 
protected, and that we will not find ourselves with some essential 
industry having disappeared because of overly competitive imy orts. 
Certainly, of paramount importance is the defense and interest of the 
people as a whole. 

Senator Lone. Thank you very much. 

Senator Malone ¢ 

Senator Martone. Mr. Chairman, we are familiar with Mr. Zeller- 
hach’s operation ; I presume you are. 

Mr. Sraxwoop. No, sir; I do not think that would be a proper as- 
sumption. All J had read was a speech. 

Senator MaLonr. Well, if all you did was read a speech, then I 
should not cross-examine you on your opinion on the speech, because 
we will just be going into generalities entirely. 

Mr. Zellerbach was very much interested in foreign products, and 
| have known his family for many years, and I know the father, or 
I knew him 25 years ago. 

Now, as they become more interested in international production, 
they become more interested in the lowering of the duties, and Mr. 
Zellerbach’s record is in the record here. It was put in the other 
day. Now, I don’t blame Mr. Zellerbach and I don’t blame Mr. Ford 
for asking to have those plants, 26 plants, I believe, outside of the 
United States, and I do not blame Mr. Coleman—and his record is in 
our record—for the plants outside of the country. I only blame the 
Congress that makes possible this operation of shipping the materials 
abroad and manufacturing in foreign countries, and then shipping 
the completed products back here at a profit. 

I did not intend to bring Mr. Zellerbach back into this except that 
his record is in the written record today, and so is that of Mr. Taft. 
He brought it up, and he is a very prominent member of his organi- 
zation. Now, I de not blame Mr. Taft. I do not know whether you 
were here during the questioning, and my only purpose was that I 
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wanted to put Mr. Taft on record as to what he believed on the 
various points, just how he thinks it ought to be done, and how you 
would profit by it. 

Now, Mr. Taft said that it was not even necessary to have the watch 
industry. The President, if he wanted to decide that way, could, 
could he not? 

Mr. Seaxwoop. Well, he certainly would not decide whimsically. 
I mean, he could, yes. 

Senator Matone. Of course, he could. 

Mr. Seaxwoop. But if he did it would not, I am sure, be on the basis 
that “we don’t need the watch industry.” Such decision would 
instead rest upon the conviction that there was something more im- 
portant to protect than the watch industry. 

Senator Matone. Well, I don’t know what he is going to say, and I 
do not think you know what he is going to say, because he is going 
to say just what his advisers put in front of him to say; he does not 
have the time to study it himself. I have the highest regard for him, 
but one man cannot know all the things that he has to know or to 
judge what should be judged by a special agency of the Congress, 
the Tariff Commission, which should be doing that. 

I am going to again ask you if you know that under the 1930 act it 
was absolutely impossible to have any so-called log-rolling in Con- 
gress. We heard Mr. Barkley. Now, Mr. Barkley has a sense of 
humor that applies even to this thing—mine does not extend that far. 
Don’t you know that it is absolutely impossible to log-roll under the 
1930 act except by going down and appearing as a witness before the 
Tariff Commission? That ineludes any Senator or Congressman, just 
like anybody else ? 

Mr. Spakwoop. No, sir. Ihave already stated that I have no famil- 
iarity with that act. 

Senator Martone. Well, let me inform you, and if you find any dif- 
ference from what I say and what is the fact, you write me about it, 
will you, sir? ; 

Mr. Sraxwoop. All right, sir. 

Senator Matone. And talking about what is essential to the nation- 
al defense, our economic structure and our industries are essential to 
our national defense. If we are going to destroy our economic struc- 
ture and destroy our industries, then we are destroying the greatest 
source of national defense that we have in the whole world. Yet 
here we are ready to trade a sector of it and you can say, “Well, we 
will not injure industry here that is necessary for national defense.” 

And yet that is the same thing, you are destroying it, what you are 
destroying is the greatest thing and the most necessary thing in the 
world to maintain 

Mr. Seaxwoop. Senator, can we reverse the roles and can I ask you 
a question ? 

Senator Martone. You certainly can. I am just as anxious as you 
are—you have been answering me and I will answer you. 

Mr. Sxaxwoop. Aren’t the over 3 million people eed involved 
in exports also American workers and entitled equally to the right to 
be gainfully employed? : 

Senator Matonsr. You are entitled to protection on the basis of fair 
and reasonable competition, just like any other workers in the United 
States. 
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Mr. Seakwoop. And my second question would be 

Senator Matone. And nothing more or less unless Congress sees 
otherwise. I am not talking about the mere fact of passing a special 
act like an act for sugar or agricultural commodities of one kind or 
another, but about a policy or principle in which you are entitled to 
the same protection that everybody else is entitled to. 

Mr. Seaxwoop. All right, and don’t you believe that if they lost 
their jobs that would also deprive a sector of our economy of its 
stability ? 

Senator Matone. I think they would lose their jobs when they have 
no protection, protection on the basis of fair and reasonable competi- 
tion on imports, to even the balance of competition with these foreign 
producers, and they can take care of competition with the domestic 
producers. That is all that they should have. We should have that 
policy and it should be with the Tariff Commission to determine, and 
I told you that 50 times. 

Mr. Spaxwoop. Senator, I have not seen anything in this legisla- 
tion which would protect the jobs of the export worker at all or one 
worker who is manufacturing for export. 

Senator MaLoneg. No, except you can trade one industry for another 
one that might keep the job of these workers that you are talking 
about, by sacrificing another one. 

Now, I am not for sacrificing anything in the United States of 
American to increase another sector of it. 

Mr. Seakwoop. In this complicated world of ours 

Senator Matone. You asked me that question, Is my answer clear? 

Mr. Seaxwoop. Yes, sir, but it seems to me that along the way and 
as we try by legislation to do the best we can, some people indubitably 
do get hurt—we do not intend them to. 

The real test to be applied is not whether anyone is likely to be 
harmed but whether the interests of a greater number would be served 
and whether a lesser number would be harmed. 

Senator Matong. You mean the effect on the whole economy. 

Mr. Seaxwoop. In legislation of this kind something has got to 
“give,” one way or the other, and 

‘Senator Martone, Would you be interested in what the Secretary of 
State said on that subject? 

Mr. Seaxwoop. Is that the statement that you read before? 

Senator Matong. That is correct. You must have forgotten it. 

Mr, Srakwoop. No, sir; I did not. 

Senator Martone. Because he said in effect that if they did injure 
some of the weaker industries it was justified. Well, I will use the 
exact language, so that I will not misquote him, because he is not here 
and I do not want to take advantage of him just because he is not 
here, and I want you to know his exact language. 

I asked him the direct question and this is what he said in answer 
to that. direct question : 

I do not think you can have imports without some damage and if your rule is 


that you will not have imports or tariff reductions or sustain them if there is no 
damage to anybody— 


and that was in regard to the escape clause and the peril point— 
then I think it becomes automatically unworkable. 
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In other words, he intends to injure somebody and he believes that 

is justified. Is that what you believe / 

Mr. Seaxwoop. I do not believe he intends to injure anybody. 

Senator Martone. You don’t believe that? 

Mr. Seaxwoop. No, sir. 

Senator Matone. You don’t believe what he said? 

Mr. Seaxwoop. | do not think that we can reasonably find such 
inference from that. 

Senator Martone. Well, let me read you another one. I guess I 
will just have to back up here and give you a little lesson about the 
State Department people, what they believe in this matter. 

He was asked this question : 

Do you agree there is authority in the act to trade away an American payroll 
to serve an international purpose? 

That was the 1934 Trade Agreements Act. And I think that the 
answer ought tosatisfy you. Secretary Dulles said: 

Conceivably so, yes. We do a lot of other things which do injure other 
American people to serve the international purpose. 

Now, does that enlighten you as to what he believes it will do under 
this act ? 

Mr. Seakwoop. Well, sir, I have not read the entire statement. 

Senator Matonr. Well, I will read it if you insist. 

Mr. Sraxwoop. I am inclined to believe that perhaps if the whole 
attitude of Mr. Dulles was developed 

Senator Martone. It will be, on the record, I will guarantee that. 

Mr. Seaxwoop. 1 do not believe his statement would sound as 
strong if it were fully developed. I am inclined to believe that he 
intended that statement to be qualified; but I am not passing judg- 
ment here; I don’t think I am qualified to do that. 

Senator Martone. Well, Mr. Dulles was an honest witness, the first 
honest witness, completely truthful, that I had ever heard from the 
State Department, because he sat right there and he answered the 
questions, I believe truthfully, and he said what I have read to you 
and a lot more that I have not read yet. 

He did not go off into a philosophy of government; he just sat there 
and he said that he thought we sonla do it under the law and that it 
was justified, he said that; that is what he said, and if yon want me 
to read the whole thing, I will read it. 

You still don’t believe it, is that it ? 

Mr. Srakwoop. No, sir, 

Senator Maronr. Well, I will read some more. 

Mr. Seakwoop, My support of this bill is not based upon any par- 
ticular remark that anybody else may have made. I have my own 
reasons, which I have stated, and on which I will stand. 

Senator Martone. Well, does it mean anything to you that he, as the 
head of the State Department, advocates it and carries it out, and what 
he believes can be done and must be done to get his objective? 

Mr. Seaxwoop. I think that his statement was undoubtedly guided 
by those principles he considered to be in the best interest of our 
country, and I think he endeavors to work by them, just as you and I. 

Senator Matonr. And he said all he could and should do under the 
act, didn’t he? 
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Mr. Seakwoop. I am sure that he went on to develop that further. 

Senator Matonx. I am sure that he is going to develop it further, I 
will see to that. And this is what he said, not what I dreamed up, but 
what he said. 

Does it mean anything to you! If it does not, maybe I better con- 
tinue to read, 

Mr. Seakwoop. It does not alter my position. 

Senator Matoner. [ understand that, nothing would alter your posi- 
tion and you have made a very fine statement, 1 think, just as well 
written as anything that has come before this committee, and I think 
it is all clear, it all goes, if I may say so, to your hoping that it will 
support the sale of the machinery in which you are interested. 

Mr. Seaxwoov. I think you do me an injustice personally, Senator, 
tosay that. 

Senator Matonr. Lam sorry. 

Mr. Seakwoop. I do not. believe——— 

Senator Matone. Because it is subject to that interpretation, that 
would be a very fair interpretation. 

Mr. Seakweop. Senator, we are acting on principle, just as you, 
and, of course, we differ. 

But the fact remains, Senator, that nobody has yet given me any 
reason to believe that the denial of dollars in the hands of our over- 
seas customers or those of other United States exporters would not 
adversely affect a larger segment of our economy, industry, and em- 
ployees than if this bill was passed. 

Senator Martone. When we gave the dies to the Russians to print 
our dollars, it was to help our trade, sir, and that is what it did, and 
maybe you would advocate giving these foreign nations the dies 
so that. they would have dollars. 

Mr. Srakwoop. Quite to the contrary; I am talking about the con- 
tinuation of trade involving the United States manufacture of our 
products which keeps our people employed. 

Senator Matong. And other industries, it could benefit yours, but 
other industries in the industrial map of the United States would 
be sacrificed in the interest of one economic segment, that is what 
it means. 

Mr. Seakwoop. Senator, we are one segment of the United States 
economy just as are other companies and industries, and we stand 
up to get counted as well. If our exports drop, our payrolls decline, 
and then in owr segment of the economy people will be out of work. 
The loc a) tradesmen with whom they deal, that is the butcher, the 
baker, or the automobile dealer, and so forth, all the way down the 
line, are . affected. The millions of dollars of goods that we annually 
buy for production will not be bought and the ‘hundreds of thousands 
of dollars that we have paid for freight to ports of embarkation will 
uot be paid, This circumstance will be repeated over and over again 
and felt by the thousands of companies similarly situated. It there- 
fore seems to me that the export producer, his employees, and those 
companies and their employees who serve the export industries should 
also receive recognition as an important factor in the United States 
econoniy. 

Senator Maronz. Why, of course. You want. protection for the- 
thing that you think is important. 
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Mr. Seaxwoop. We are not asking for it. 

Senator Matone. You have it already. You did not say you wanted 
to have it removed and you are not saying that now. 

Mr. Seakwoop. We are not competing with any foreign manu- 
facturer in this country, but I do not believe it is because of any 
protection. 

Senator Martone. You just did not think of it in your statement; 
is that it? 

Mr. Sraxwoop. I would not have mentioned it anyway; I do not 
think it is material. 

Senator Matonr. Well, I am just saying that you did not put it in, 
anyway. 

I think I am through, Mr. Chairman. I think I have everything I 
need on the record. 

Senator Lone. My next witness is Mr. Rivinus of Smith, Kline & 
French Laboratories, Philadelphia. 

Will you proceed, Mr. Rivinus? 


STATEMENT OF F. M. RIVINUS, JR., PRESIDENT, SMITH, KLINE & 
FRENCH INTERNATIONAL CO., PHILADELPHIA, PA. 


Mr. Rivinus. My name is F. M. Rivinus, and I am a vice president 
of Smith, Kline & French Laboratories in Philadelphia. Because 
all of our advertising is done to the medical and pharmaceutical pro- 
fessions, we are less widely known to the public than our sales volume 
would indicate. Last year our consolidated sales were over $65 mil- 
lion, and we are among the top 7 or 8 American companies in our 


industry. 

I am in charge of all the foreign selling activities of my company. 
For the last 20 years, foreign sales have represented an important con- 
tribution to the company and have represented about one-fifth of the 
domestic pharmaceutical volume. 

I weed like to testify in favor of H. R. 1, both as a pharmaceutical 
manufacturer and aS an American consumer. 

I believe H. R. 1 is good for my company in the United States, as 
well as outside it. Selling abroad today is a lot like selling in the 
Southern United States as recently as 15 years ago. The customers 
want more of our products but cannot pay for them. Anything that 
helps potential foreign customers earn more dollars is good for my 
business and for American business in general. H. R. 1, even though 
it is only a mild step in this direction, is a good one. 

Opponents of H. R. 1 have said that previous concessions under 
reciprocal trade acts have done us no good in improving exports. I 
do not think this is true. Since January 1954, 31 nations or terri- 
tories have eased their controls on United States exports. 

My own company directly benefited from this. For example, in 
1954, for the first time since 1947, we were able to ship certain types 
of products from our factory in Philadelphia to England, Durin 
the past 3 years, there have been noticeable relaxations in Britis 
controls which have helped us in particular instances. 

Until world trade is in better balance, we cannot grumble on the 
restrictions which are placed on our exports by many foreign govern- 
ments. We cannot insist that they go on forever buying more than 
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they can pay for. It makes perfect sense for a foreign government 
short of dollars to be able to decide what they will spend those dollars 
on. Food and raw materials must come before products more attrac- 
tive to individual consumers which are not daily necessities and which, 
in many instances, fall into luxury classifications. 

I know that you have been told that foreign labor is cheap and that 
tariffs must be used to balance the low cost of products sent lilian? from 
it. Usually, such cheaper labor is less efficient and results in a more 
expensive cost of goods. I would like to give you examples from my 
own experience that prove this. 

In some 14 countries of the world, we have foun! it desirable to 
do partial or complete manufacturing of some of our products. The 
product which we manufacture most widely abroad is a good example 
that foreign labor, although cheap, does not result in a cheaper 
factory cost. In India, for instance, where we manufacture this 
product, it costs us two and a half times per ounce to put this product 
in its finished sales pack, although I believe the labor rates in India 
are probably the lowest we use anywhere. 

Senator Lone. What are they ? 

Mr. Rrvinus. I cannot say, we do not have detailed classifications, 
broken down by skills. There are some 8 or 9 different skills, none 
of which are directly identified with the costs or with the others 
that we use. 

However, they are considerably more wasteful and sloppy about 
things and it take a long time for any semblance of production flow 
to go into their heads. 

I cannot compare it directly to any of the other countries. 

In no other country do we have a lower cost than that in the 
United States; and in at least one other place, the cost of the finished 
product is even higher than India. 

In an examination of two other products which we manufacture 
abroad, this ratio hold true. Our products, where we manufacture 
them abroad, are almost always more expensive, tablet for tablet, 
and‘ ounce for ounce, than in the United States when they leave the 
factory. 

Foreign labor often may be cheaper per hour than American; but 
it is less efficient in almost every case; and, combined with the equip- 
ment, volume of production, and cost of chemical analysis involved, 
it results in a higher unit cost of product than we enjoy in the United 
States. 

There are several countries in the world in which we are being 
forced to curtail or abandon our selling effort because these countries 
are unable to earn enough dollars to import our products or to allow 
us sufficient dollars to remit the profits to Philadelphia that we have 
earned in those countries. A typical example of this today is Chile. 
This is one of the normal hazards of foreign selling: but, as we know 
so well in the United States, a continued high level of business activity 
is beneficial to the economy. Anything that raises and serves to 
maintain and stabilize American foreign trade will help America. 
H. R. 1 will help do this. 

The American pharmaceutical industry today is a world leader in 
its field. The products of our pharmaceutical and medical research 
are sought after by the entire civilized world. In most countries, 





1898 TRADE AGREEMENTS EXTENSION 


we could compete satisfactorily with world pharmaceutical manu- 
facturers, both native and foreign to the countries in which we sell, 
if those countries themselves were able to earn more dollars to buy 
our products. Any improvement in their ability to earn dollars, how- 
ever slight, is going to increase American profits as well as American 
employment. 

Let me now talk briefly as a consumer. I have always enjoyed 
bicycling and lmwve a family of seven children who also like to ride 
bicycles. As consumers, we own eight bicycles of American and for- 
eign manufacture of varying ages. The cyclometer on my own 
bicycle reminds me that in the last 15 years I have ridden better 
than 4,000 miles. I am pretty sure I am right in saying that no 
American bicycle today is the equivalent of British bicycles in quality 
of manufacture or in ease of repair, and I do most of the maintenance 
and repair on the family’s bicyeles. It seems a dirty trick to the 
American consumer in any way to limit the importation or raise the 
cost of bicycles for our Nation’s children, in order to subsidize a 
small and surprisingly unprogressive domestic industry. 

Three or 4 years after the war, I talked with a British trade com- 
missioner in Philadelphia who was on a trade mission to the United 
States to stimulate British exports. I asked him why, with their 
superior product, British bicycle manufacturers did little or no adver- 
tising in the United States. His answer was a sad one to hear from 
a businessman. He told me that British manufacturers were appre- 
hensive lest a vigorous American-type advertising campaign might 
bring tariff increases or quota limitations against them because the 
attention of the public might be attracted and because it would increase 
sales to the point where American manufacturers would complain. 
Such arbitrary “restraint of trade” is a real threat and is hardly in 
keeping with the American philosophy of strong and fair competition. 
When it comes to imports, we still have a double standard of morality. 

From other talks with foreign manufacturers, I know that this 
viewpoint is still held, and it seems to me a very sad reflection on 
eur economy. All of you with previous business experience know 
that a market does not develop in a few months or even in 1 or 2 
years. It iscommon with us to advertise heavily during the introduc- 
tion of a product and to lose money during the introductory stages, 
in the expectation that sales will rise and that the profits in subsequent 
years will pay for the introductory advertising. If any American 
b usinessman were prevented from doing this in his home market or in 
foreign markets, he would complain very loudly; and yet.that is 
ext vet ly the risk faced by every successful foreign manufacturer who 
sells in the United States. 

H. R. 1 is not perfect, but its passage will give foreign manufacturers 
und American importers a reasonable assurance that the United States 
intends to follow a consistent policy for at least 3 years, which is not 
a long time in the eyes of the businessman. It seems to me that we 
owe it to the American consumer, as well as to the foreign manu- 
facturer, to observe the Golden Rule. 

[ hope that H. R. 1 will be recognized for what it is, a modest step 
in the right direction, which will indicate our Nation’s intentions 
toward world trade, even though it. is a mild, and in some instances, 
unsatisfactory piece of legislation. It represents an attainable com- 
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promise, and it will do the American consumer and manufacturer good. 

Senator Lone. I want to compliment you on your stand. I think it 
is very fine. You have mentioned these manufacturers of these prod- 
ucts in India. What do you manufacture there? 

Mr. Rivixvus. We manufacture a liquid tonic, as they call it in the 
drug trade, something to take during convalescence. We manufacture 
Eskay’s Neurophosphates which have been on sale in this country for 
from 52 to 53 years, and is still in use by the medical profession. It 
has a green color. 

Senator Lone. Is that the trade name? 

Mr. Rivinvus. Yes, sir. 

Senator Lone. Is that the product you mentioned that you manu- 
factured in India? 

Mr. Rivinus. Yes, sir. That is the one of which we have the 
largest volume in India, and consequently the largest—the best com- 
parable rate. 

Mind you, we are not proud of the costs. We are trying constantly 
to reduce them by the combination of raw materials and various other 
factors, to make it an inexpensive job. 

Senator Lone. What are some similar products that you manufac- 
ture and sell? 

Mr. Rivinus. We have products for anemia. We have liquid peni- 
cillin or oral penicillin, that is used in place of injection. 

‘Today we have a product called Chlorazene and a fairly strong line 
of nasal preparations for the symptomatic treatment of colds and 
some of them contain various antibiotics and vasoconstrictors, which, 
you know, make breathing easier—products known as ethical phar- 
maceuticals, in that they are advertised only to the doctors and not to 
the public. 

Senator Lone. As I understand you, you feel that if this type of 
legislation should result in a vast increase in our purchases abroad, it 
would correspondingly result in a vast increase in our sales abroad ? 

Mr. Rivinus. Yes, sir; I think it would go up in reasonable pro- 
portion. 

I do not know what people would do with dollars if they do not 
spend them eventually in one form or another in the United States, 
otherwise it is useless, as if you were to take postage stamps and keep 
them and never use them. It would be money down the drain. 

Senator Lone. Thank you very much. 

Senator Malone? 

Senator Matonr. Is there any other reason why you manufacture 
the material in a foreign country like India, besides it is just handier 
to do that? 

Mr. Rivinvus. Well, in our particular industry there is a multitude 
of different local regulations. 

Senator Martone. Well, what are those? 

Mr. Rivinvus. Those are health regulations, and there is the label- 
ing of your products, and the contents of your products, and in some 
eases we have found that shipping the formula in this country or 
from another country is impossible because of some particular regu- 
lation or cost factor. 

Senator Martone. And you find that same thing true in foreign: 
countries, that it is impossible to ship your product in? 
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Mr. Rivinvs. It is not entirely impossible 

Senator Matone. But it is very difficult / 

Mr. Rivinus. It is difficult. 

Senator Martone. Why? 

Mr. Rivinus. Well, you want or you prefer to have a constant flow 
of your goods, and you cannot advertise in this business, and so you 

cannot turn off the market, because if you do, then you lose the market. 
You want consistency of flow of your product in a country. 

Senator Maronx. Well, why do you have to manufacture there? 
Let us have that on the record. What is the truth behind it, what 
is the true reason for it? Ido not want to ask questions just to be ask- 
ing questions, but I want you to get it out. Why do you do it? 

Mr. Rivinus. Actually, it is a combination a factors. 

Senator Martone. A combination, you say now? 

Mr. Rivinvs. Yes, sir. 

Senator Matong. Well, give us those factors. 

Mr. Rivinus. Well, Senator, not the least 

Senator Martone. Give us that combination of factors. 

Mr. Rivinvus. Not the least of it is their inability to pay the dollars 
for the import every time that we are ready to make another shipment. 

Senator Matone. And does the fact of their regulations on im- 
ports have anything to do with it # 

Mr. Rrvinus. Yes; indeed. 

Senator Matone. And what are those regulations ? 

Mr. Rrvinus. Usually those regulations are based on the availability 
of dollar currency, which they break down 

Senator Martone. The fact is that they simply will not let you bring 
it in; isn’t that correct? 

Mr. Rrvinus. Not ona regular basis. That is correct. 

Senator Martone. Well, that is helpful. We have gotten that far; 
haven’t we? 

Mr. Rivinvs. Yes. 

Senator Matone. Well, that will save us both some time. 

So, you have to have your products manufactured there, isn’t that 
true to a large extent in many of the foreign countries? 

Mr. Rivinus. That is correct. 

Senator Matong. Now, those are the kinds of things that I like to 
see in the record. 

Now, I don’t want to have to stay here until 8 o’clock in the morn- 
ing, and I know that you are getting sleepy, and it is just crazy to 
evade questions, especially with my disposition. 

Now, I think you put your finger on one of the troubles, when you 
try to sell to a community more material than the income of that com- 
munity will justify—and you find that in this country; don’t you? 

Mr. Rivinus. Yes, indeed. 

Senator Marong. Is it not reasonable to suppose that you will have 
that same trouble in any community or any nation in the world, if 
you try to force sales beyond the income of that community ¢ 

Mr. Rivrnvs. That is quite correct. 

Senator Martone. Now, in this country, we have what is called in- 
stallment buying and selling, and that was regulated to a large extent, 
I know, during the war. ‘There was permitted a certain percentage 
of that installment buying and selling. Do you remember that? 
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Mr. Rivinus. Yes, sir. 

Senator Matone. There was quite a lot of it done; wasn’t there! 

Mr. Rivinus. That is correct. 

Senator Martone. And you did not like that very well, to have them 
regulate your affairs, where you could use $20 and you could sell for 
$1 down and 20 months to pay. That way you could sell a lot more 
radios than if you had to get the $20 first. 

Now, they call that installment buying, and you can go right on down 
the line—take automobiles, you do that with automobiles, and if you 
have another automobile to trade in, well they will give you another 
one, a new one, for practically nothing down and so much in payments; 
isnt’ that true / 

Mr. Rivinus. That is done; yes, sir. 

Senator Martone. It is quite the custom ; isn’t it? 

Mr. Rivinus. I don’t know, I have never done it, but I think that 
most people when they do not have the cash to pay for something, 
do not buy it. 

Senator Maxtone. Well, a lot of people do buy when they do not have 
the cash, don’t they—isn’t that what the argument is all about / 

Mr. Rivinus. That is correct. 

Senator Matone. And a lot of them say, nevertheless, that they 
think it goes for good business. I do not understand it too well; I just 
know it goes on and that people that have products to sell say that 
they could not exist without it. 

Now, then, when a community is short of dollars and we continually 
try to oversell them, we have a situation which we call a dollar shortage, 
So we either get the money from the taxpayers and send the money 
over there, or we do something like creating the “Trade, Not Aid” 
slogan. Aiong that line which I have mentioned before this morning, 
I know where that slogan originated, and all about this business of 
reciprocal trade and the dollar shortage, and so on. That is in the 
Congressional Record, and if you ever run across it, read it. You will 
find it very interesting. 

And, after all of the hullaballoo is over you have this psychology 
that made that particular slogan and all of these other slogans. We 
have a Nation that lives by the side of the radio and TV, and nobody 
thinks any more about sitting down in the cool of the evening; they 
give that no thought. Isn’t that about right? 

Mr. Rivinvus. I believe it is good for our economy, sir, to increase 
trade rather than decrease it. 

Senator Matone. Well, I am not in favor of decreasing trade, either, 
when it is really trade, but I am not for all of this business of—well, 
trying to oversell a nation, That usually means giving them the 
money to be able to buy our products or giving them a sector of the 
trade over here so that another country may increase its sales; isn’t 
that about it? 

Mr. Rivinvs. That is about it, but 

Senator Martone. Well, I think that we are going to shorten this 
examination. I have been here for 2 long weeks taking about 2 
hours or so with each witness to get a man to tell the true facts, and you 
have told them the first thing jack out of the box. Each man that 
comes here is hoping that he will benefit, isn’t that about right ? 
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Mr. Rivinus. I think that most of them have been honest in saying 
they hoped the Nation will benefit. 

Senator Martone. Well, yes, I know that, they come down here, wit- 
ness after witness, waiting for their turn to testify, and they all hope 
that this act will build up their own business, 

Well. I won't take too much time for this. Isn’t that about right, 
that they hope that they will fit into this picture so that it will increase 
their business? 

Mr. Rrvinvs. I think there is a little bit of innuendo in there, and 
I doubt if you meant that. I think that anything that increases our 
business is good, whether it is sold abroad or here. 

Senator Maronr. And you believe that if they decrease the business 
in one industry, you believe that if it is good for some international 
ailment. You feel that if they ignore what the Tariff Commission 

says about the peril point and the ¢ escape clause, but instead go ahead 
on their own individual judgment, that is good for America ? 

Mr. Rivinvs. I believe that is true, yes, sir. 

Senator Matonr. Now, you believe it was a good thing when we 
changed the policy—I hope you understand this w rithout my going into 
too much detail—from the 1930 Tariff Act to the present ‘act. In the 
1930 Act, Congress directed a policy that was on the basis of principle. 
The Tariff Commission was to determine duties based on fair and 
reasonable competition without regard to any area of the country, but 
enabling every area of the country to develop alike. That was a prin- 
ciple set by law and that was the only criterion in determining this 
tariff or duty. It was based on fair and reasonable competition, con- 
sidering fair and reasonable costs—not the highest cost nor the lowest 
cost—but the reasonable cost in this country as compared to the 
reasonable cost in a foreign country of that article or a similar article. 
These costs were weighed and difference was recommended as the 
duty—that was the sole principle upon which they could operate, 
was it not? 

Mr. Rivinvs. I don’t know, I am not familiar. 

Senator Martone. You know, it is amazing to me that a businessman 
with your experience and with your obvious competence in your 
business has come down and admitted he has not read the principle 
that we had in the Tariff Act of 1930. Now, I am going to ask if you 
have read the act of 1934, the Trade Agreements Act, and if you 
understand what it says? 

Mr. Rivinvs. Yes, sir, and that is why I am here, and I hope you 
will extend it and not go back to something that obviously previously 
did not work or Congress i in its wisdom would not have changed it. 

Senator Marone, With that I don't agree. That is your opinion. 

Mr. Rivinvs. Yes: that is my opinion. 

Senator Matonr. I am glad to put it in the record. 

Mr. Rivinvs. I want it in the record, 

Senator Maronr. In other words, for 75 years we had our ups and 
downs, but we had protection through the duties or the tariffs arrived 
at on the basis of fair and reasonable competition, 

Now, some of the tariffs might have been wrong. They may have 
been too high or they may have been low. There may have been some 
mistake. But all of them were made with the idea of arriving at, 
as nearly as possible, fair and reasonable competition. 
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Now, the 1930 Tariff Act was the cumulative experience of Congress. 
It was determined to see to it that there was no logrolling and that 
there was no way by which the Tariff Commission, could change that 
principle of fair and reasonable competition. 

Now, the principle of fair and reasonable competition has been 
changed to include all of these international and political factors. 
The constitutional responsibility of Congress to regulate the foreign 
commerce and trade has been transferred to the Executive, a differ- 
ent arm of the Government, and they have given the Executive the 
wide latitude he has. 

That is what you are supporting ; is that what you wanted ? 

Mr. Rivrnvus. Sir, if that power does not still remain in Congress, 
why are we debating it here for? 

Senator Martone. It does not remain in Congress, it has been trans- 
ferred to the executive branch. Now, we could decide not to renew 
this, which I hope we do decide—— 

Mr. Rrvinus. Then it does remain in Congress still. 

Senator Matone. No; it does not. It is not today, but it will be in 
the hands of the Congress, if this act is not renewed. Every protec- 
tion will then be back for every product under the Tariff Commis- 
sion, an agency of Congress, if this act is not renewed except those 
covered by trade agreements. Where there are trade agreements the 
law is that the President may at his discretion serve notice on the 
country with which that trade agreement has been made to cancel it. 
Then after a certain length of time it is back to the Tariff Commis- 
sion, so that the fair and reasonable competition principle is again 
operative. The Tariff Commission again will have only one obliga- 
tion, and that is to determine the difference in cost, effective cost, 
effective labor difference, that is to say the efficiency, consider these 
and arrive at a fair and reasonable competitive situation so as to give 
every workingman in the United States equal access to the American 
market. 

To do that, in my humble opinion, is to let this act expire. If we 
extend the act, then you will still have all of these political factors 
that you have heard of today, and you will allow the Executive, a dif- 
ferent arm of the Government entirely, to be the sole judge of whether 
or not they will remake a certain part of the industrial map of the 
United States. 

Now, do you understand? Are you for it? 

Mr. Rivinvs. I am for it, and I believe that the Executive acts within 
a broad outline of policy and limitations established by Congress. 

Senator Matone. That is right. And you believe in that / 

Mr. Rivinus. Yes, sir. 

Senator Matone. Well, that is all I want in the record, that is good 
enough, we are going to shorten this a little bit. 

Now, do you say—you dwelt a good deal on the efficiency of foreign 
labor, rather the lack of efficiency of the foreign labor. 

Would you say for the record that Germany, India, France and 
Scottish labor—as a matter of fact, most of the labor in Europe—are 
not as efficient workmen as Americans after they have had a certain 
amount of experience / 

Mr. Rivinvs. I am not prepared to answer that. All that I can do 
is to give a specific example of the actual industry I know. I have 
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read a great deal on both sides. It is an elaborate problem, which you 
have heard more of than I have. 

Senator Matone. Well, I would hate to say that the German labor 
is not as efficient as almost any Nation in the world. And of course 
there is England when it comes to manufacturing 

Mr. Rivinvs. Well, from what I have seen in the factories I have 
visited in England, the direction is not the same. That is an important 
factor, isn’t it ? 

Senator Martone. Of course, it is. 

Mr. Rivrnvs. And the equipment is not the same. 

Senator Martone. But, of course, in some cases it is the same, because 
we are sending it over there and American companies are going over 
there because we have continually since World War II favored foreign 
nations over the workmen here. Now we have a bill before us to give 
industries a 38 percent advantage in income-tax payments if they just 
go over and exchange the money. 

Mr. Rivrnvs. I would like to comment on your earlier remarks, sir. 

I believe it was your impression that would then enable the Ameri- 
can companies to produce cheaper goods and bring them back into this 
country. Now, as I understand it, that is an extension of the Western 
Hemisphere trade, that is effective for Latin American, under which 
we cannot bring the goods back to the United States. 

Senator Marone. Well, I am going to check that now, because I 
cannot say positively that I am right about it, but I am virtually cer- 
tain that this act before us applies to any place, that you may go with 
your capital outside of this country and get that favoritism in this 
income tax. 

Mr. Rrvrnvs. I believe that is correct, but you cannot make sales 
from that foreign manufacturer into the United States, that is strictly 
prohibited, I believe, by the act, and the corporation must engage in 
trade or conduct it 95 percent outside the United States. 

Senator Matonr. I believe if you sell more than 5 percent of your 
products, you would not be entitled to that. 

Mr. Rivinvs. That is correct, I so understood it that way. 

Senator Martone. Yes. I am under the impression, sir, that you 
are wrong, but I cannot say so definitely. I shall check. I feel that is 
not the provision of the act, but it may be and I will check it. 

Mr. Rivrnvs. We have operated under the similar act that applies 
to the Western Hemisphere now, since 1944. So, I am somewhat aware 
of that provision. 

Senator Matone. And you do operate in some South American 
nations? 

Mr. Rivinus. Yes, sir; all of them. 

Senator Martone. Do you manufacture your stuff there? 

Mr. Rivinus. Yes. 

Senator Matone. In about how many of them ? 

Mr. Rivinvs. In eight of them. 

Senator Maronr. Wh 

Mr. Rrvinvus. Again, Cra of the higher cost of goods originally, 
and today because of import restrictions, where dollars are unavail- 
able and higher cost of goods. 
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Then, we can haul them down or freight some of the products, and 
the freight amounts to a good amount of money, because it is fairly 
heavy and peculiar rates and duties are applied to them. 

Senator Martone. Well, their permits on imports simply are not 
surmountable, is that right ? 

Mr. Rivinvus. They are surmountable, sir, but many times with costs 
which we are unwilling to accept, where we cannot maintain consistent 
sales. 

Senator Martone. In other words, you believe they charge you so 
much it is not worth it ? 

Mr. Rivinvs. Correct. 

Senator Martone. And this has been going on for 21 years, isn’t 
that right? That was established by this reciprocal business, for re- 
ciprocal purposes. Of course, I do not believe in that, but I do believe 
that many people who voted for the act expected or believed that it 
was meant to be reciprocal. Asa matter of fact, it has not been, has it? 

Mr, Rivinvs. Sir, I think you answered that earlier in the evening 
when you said that you cannot sell a poor man more than he can afford, 
you just cannot jam more products down his throat. 

Senator Martone. Well, that is right, and in other words you have 
to get them the money from the Secretary of the Treasury here ? 

Mr. Rrvinvus. Well, that is beautifully put, if 

Senator Martone. Well, go ahead and describe it in your own way. 

Mr. Rivinvs. I think that as you increase your purchases from 
them, you increase their ability to purchase. 

Senator Martone. But if you increase your purchases in another 
industry, not yours, you increase the amount of that product here, 
won't you ¢ 

Mr. Rivinvs. Yes, sir. 

Senator Matone. And that is what you are for ? 

Mr. Rivinus. Yes, sir. 

Senator Matone. Well, why didn’t you say that, it would have saved 
us 10 minutes if you had answered the first question. 

There have been quite a good many American investors abroad for 
the very purpose of bringing the goods back here, have there not, in 
the last 4 or 5 years, and are they not increasing ? 

Mr. Rivinus. Excepting in such extracting industries as mine, I am 
not aware of a large flow of manufactured goods returning. Maybe 
there are. 

Senator Matonr. You may not be aware of it, but I am telling you 
that it is a growing business, it is not a very large import, but it is 
growing and it is a very dangerous situation, and it is dangerous to 
the industries that you have in New England 

Mr. Rivinus. Excuse me, sir, these were the results, I believe, of 
American capital going abroad to produce the products of reimporta- 
tion into the United States. 

Senator Martone. And in many cases we gave them our taxpayers’ 
money to build up a stockpile that they used to protect the market. 
That is described in our report here in our committee. 

Now, for what they have done to our industries. I do not blame 
them, I blame the Congress. I could go on and on about that, but I 
don’t think it is necessary to do that. 
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Now, there is no question about what is going on and, of course, we 
are encouraging it by this very thing. 

In coming to this business of low-wage labor, that is another thing 
that we are encouraging, and I would like to have your opinion on 
that. If we did not have a tariff below that differential so as to give 
the American people access to the markets—and that is what the lan- 
guage in the 1930 act added up to if you take the profit out of it, or if 
we had a correct and flexible tariff today, we would take the difference 
anyway, so there would be no profit in holding labor down to those 
low wages. 

I believe, and many people believe, a good many people including 
the senior Senator from Nevada, we believe that if we had that kind of 
a tariff, taking the profit out of low cost labor, it would not be very 
long before they would allow that labor to draw more money in those 
foreign markets and create a market over there so that they would even 
have a market at home eventually, which they don’t have very much 
of now. 

Whereas, the way we do it, we are encouraging them to hold their 
labor down because they can profit by it. 

Have you ever thought of it or doesn’t it make sense ? 

Mr. Rivexus. Ihave not. My i impression is there isa growing market 
in labor—after a 10-year gap—a visit to Latin America is really 
interesting. The purchasing power of country after country has in- 
creased their ability to absorb goods. 

Senator Manone. You are right, but don’t you think we might 
increase it a little faster if they could not profit by lower wages in our 
market. That could and would follow if we protected our own mar- 
kets, which we could do if we did not have all of these extraneous 
organizations like the General Agreement on Trade and the Interna- 
tional Trade Organization and the International Conference and the 
United Nations \ssembly, plus all of these other organizations, These 
wage gains and standard of living gains would follow if we no longer 
had them and if our markets were no longer in the pot. If you are the 
one that has the money and you don’t sit down in the game, then the 
game does not go on, does it ? 

Mr. Rrvinvs. You seem to know better than I, sir; I have never 
tried it. 

Senator Maton. Well, I had that very experience, so I do know 
about that. No, then there would be no game if we were not in it, and 
they would just pick up their marbles and go home very fast. But 
they are waiting there now, waiting for this extension, waiting im- 
patiently for this act to be passed so that they can continue this division 
of our markets among the nations of the world. 

Now, let me ask you a question here that occurred to me several times 
as you have discussed your industry. You say that you can compete 
and do all these things. You are in one phase of the chemical industry, 
aren’t you ? 

Mr. Rivinvs. That iscorrect. It is something like the steel manufac- 
turer, it is after the mining and the iron ore, and we come a little bit 
after the chemical manufacturer, although we do engage in certain 
phases of that ourselves. 

Senator Martone. And you want to say for the record that the chemi- 
cal industry can compete with foreign nations in the chemical field 
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generally without a duty or tariff, what with the wages and living 
standards of the competing countries? 

Mr. Rivinvus. Well, Senator, I am not qualified to say. I have only 
read the testimony, and we probably take different interpretations 
of it. 

Senator Matone. Well, I do not know what you have heard, but the 
testimony I have heard from the segments of the chemical industry 
that I am acquainted with is that in World War I we were dependent 
on Germany, and we had a terrific time in hastily improvising and 
securing the chemicals necessary to conduct that war. 

Now, the direct testimony of the chemical industry is that at this 
moment we are going back to that pre-World War I basis, and we will 
get back to that basis if we continue the policy we are now following. 

Mr. Rivinvus. And at the same time they admitted they were export- 
ing three times what they are importing, and I believe that hardly in- 
<licates peril to me. 

Senator Matonr. Well, I am glad to make your opinion a part of the 
record. But the testimony is that Germany is now coming up to around 
her usual prewar production. And you can bet on one thing, you don’t 
have to bel the Germans, they will work and they will fight. All that 
we had to do after the war was to get off of their necks. 

Now, do you think with your knowledge of the chemical industry, 
with this policy of reducing tariffs on the chemical industry, that it 
could exist in competition with Germany and other nations? 

Mr. Rivrnvs. I certainly do, sir. I think they re one of the strongest 
industries this Nation has. 

Senator Matone. Well, I am glad to have your opinion. That is in 
direct contravention of all the testimony coming from the chemical in- 
dustry ; of course, you know that? 

Mr. Rrvryvus. Yes, and you know, I am not really qualified 

Senator Matone. Well, I did not say you were. 

Mr. Rrvrnvs. Well, you have been digging for it as if I were, and 
I thought I would help you out. 

Senator Martone. Do you believe, sir, that the policy in the 1934 act 
of considering the factor of international good will and economic 
factors between the various industries in this country, and the broad 
latitude given to the Executive and his advisers in determining whether 
or not a duty or a tariff might be: lowered on an industry in this coun- 
try, has an advantage over the 1930 Tariff Act principle of fair and 
reasonable competition that was laid down in that 1930 act ? 

Mr. Rrvrnvus. As I said, I don’t understand the 1930 act, and I am 
quite sure it was a bad one or it would not have been superseded and 
remained superseded these 21 years. 

And, as to going along with the President and any political party, I 
believe it is his responsibility within the—— 

Senator Matone. Well, I will say again that I helped elect him in 
a national way and—— 

Mr. Rrvrnvus. But apparently you do not support one of the major 
planks in his party. 

Senator Matong. And I am going to support him. But, there are 
three branches of this Government—did you ever hear of the three 
branches created by the Constitution ? 

Mr. Rrvinvs. Yes, indeed. 
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Senator Martone. Are you completely sold on the theory that if any 
one branch does not follow what the other branches do, that. it is dis- 
loyal, are you completely sold on that theory ? 

Mr. Rivinus. Well, no; Lam not. 

Senator Matong. Well, there is some hope for you there. I am for 
a resurgence, if you please, of the three branches of government with 
balances and checks on each other, which is the very principle estab- 
lished by George Washington and Thomas Jefferson and those other 
wise statesmen who wrote the policies under which our Government 
was formed. That is what I am for, and what I hope you are for. 

Mr. Rrvinvs. Iam. 

Senator Matone. But we are not. living under it now. Congress has 
abrogated, time after time, its constitutional responsibilities which 
were definitely fixed in the Congress by the Constitution of the United 
States. It has abrogated them to the Executive, either upon his re- 
quest or for some other reason. 

You are aware of that ? 

Mr. Rivryus. Sir, I disagree with that. I believe that Congress 
retains its responsibility or we would not be spending so long today 
discussing this, if it was not the Congress to decide what to do. 

Senator Matong. Well, we are deciding whether to continue that 
abrogation of power, that is what we are considering, and I consider 
that to be one of the most important things coming up before the Con- 
gress in 50 years. 

Mr. Rivinus. And Congress, if it attempts to decide this stuff on the 
tloor, it would look like the French House of Deputies—— 

Senator Matong. Well, let me say that is not done on the floor and 
no one believes that, who studies it for one minute—maybe you would, 
by reading the commentators or the columnists, but if you sit down 
and think about it a minute, the 1930 act terminated all such things, 
and that was never done on the floor. There was a time before that 
when it was done in committee and there might have been some access 
to logrolling, but it was completely abandoned in the 1930 act by a 
prineiple laid down’ so that no influence could be asserted on the Tariff 
Commission by any Congressman or Senator. They had to walk down 
there and appear just like any other witness. 

It would appear to me just from sitting there and listening all day 
to this thing, that we ought at least to get an inkling of how Congress 
runs its business in that regard—do you have it now? 

Mr. Rivinvs. Yes, sir. 

Senator Matone. Well, why do you continually say those things? 
Do vou tell your kids that ? 

Mr. Rrvrnvs. No, sir. 

Senator Marone. Fine. 

So, the first thing in order to revert to sanity with three branches 
of government is to let this thing expire and the next thing is to cancel 
the agreements already made. Then you are back on the basis of fair 
and reasonable competition, so that any potential investor and an 
workingman can say—anyone who might invest or who has got a jo 
can say—“This job is protected by a principle laid down by Congress,” 
or “This investment is protected by a principle laid down by Co 4{ 
instead of having the policy we have now, where those investments 
and those workingmen cannot be heard about it because it is all up to 
one man. 
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I believe that it is not up to some one man in the Government to say, 
“We believe that on account of international complications, this job 
is not necessar y ,»’ and he loses that job and 

Mr. Rivinvs. You distrust the President ? 

Senator acne I do not distrust the President, but I distrust 
anybody given that authority or responsibility, one man, one center, 
anybody. The Constitution did not do it. The Constitution put it in 
the hands of Congress, and Congress should allocate that to its own 
agent, just like it did to the Interstate Commerce Commission in fix- 
ing the freight rates on the basis of fair and reasonable return on in- 
vestment. They did not give to the President power to say that the 
Ohio Railroad Co. can have one freight rate and that the New York 
Railroad Co. will have another freight rate because it will benefit cer- 
tain areas—that is not what Congress did, is it ¢ 

Mr. Rivinvs. No, sir; it is not. 

Senator Matonr. And so a policy was laid down for the Tariff 
Commission an the basis of fair and reasonable competition, just 
like it was laid down to the ICC, our agent, on the basis of reasonable 
return on investment. That makes sense, doesn’t it ? 

I think that is all. 

Mr. Rrvinvs. Thank you very much. 

Senator Matone. Thank you. 

(Whereupon, at 11:40 p. m., the committee recessed until 10:10 
a. m., Monday, March 21, 1955.) 
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